Staff Training in the Steel Industry 


By F. RICH 


A talk to the Secretarial Group, Australian Society of Accountants, Victorian Division. 


Y REFERENCES to the steel in- 
: dustry cover the heavy iron and 
' gteel manufacturing operations at New- 
castle, Port Kembla and Whyalla to- 
' gether with the various subsidiary 
| companies in the B.H.P. group. 


' Being a manufacturing industry, the 
' majority of the employees are tech- 
' nical or production men and conse- 
quently staff training becomes largely a 
' matter of technical staff training. 

At the back of the production staff, 
' however, there must always be a large 
| office organisation and no small part of 
our training scheme is devoted to com- 
' mercial staff training. It will probably 
' be this section of the subject which 
| will be of most interest but before get- 
| ting on to the details of our training 
| scheme I would like to make some gen- 
» eral remarks concerning staff training. 


Everyone in the course of their daily 
' work learns something. They ‘meet 
' and absorb some information, some de- 
| tail which helps in widening their 
' knowledge and improving their ability. 
In other words, they are being train- 
' ed by absorption. Under these circum- 
| stances the men to fill the senior 
» executive and top management jobs 
» force themselves to the front not only 
) by their natural ability but also with a 
' large measure of good fortune. 


' That was the pattern that existed 
"in Australia up to 20 or 30 years ago. 
training schemes have been in 
| Operation overseas for many, many 
' years but the realisation of the need 
for training personnel developed in 
| Australia with the growth of second- 
) ary industries after the first World War, 
| which necessitated the employment of 
| skilled tradesmen, engineers, metallur- 
Sists and accountants. 


| There are now, of course, many 
' Sound and well defined training pro- 
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grammes in Australia and I venture 
to say that most large companies have 
a staff training scheme. In fact, I go 
so far as to say that any large organi- 
sation cannot successfully function 
without some form of training scheme. 


Objectives. 

To my mind, there are two main 
objectives of any staff training 
scheme :— 


1. To create a pool of trained and 
qualified men ready and able to 
fill the supervisory and execu- 
tive positions. 


2. To raise the average efficiency 
of the entire personnel. 


In achieving the above two objec- 
tives, a training scheme also acts as a 
grading medium to show up the vary- 
ing capacities of individuals so that 
employees can be placed at their pro- 
per level. In other words, a man who 
falls short of diploma standard in en- 
gineering becomes a good tradesman, 
whilst a commercial man who does 
not quite make the grade in account- 
aay is valuable as a good routine 
clerk. 


Essentials. 


In my opinion, the factors essential 
for the successful functioning of a 
staff training scheme are:— 


1. The policy of training must be 
laid down and actively encourag- 
ed by top management. 


The scheme must provide ade- 
quate incentive:— 


by giving all members of the 
scheme the opportunity for pro- 
motion and 

by providing monetary incentive 
either by way of salary incre- 
ments or payment of tuition fees, 
etc. 
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I might mention here that coupled 
with our own training scheme is the 
policy of the company to promote from 
within the organisation which means 
that all members of the staff who have 
been recruited at the various levels as 
provided by the scheme have the op- 
portunity to go right to the top both 
on the technical and commercial side. 
Apart from one or two specialists who 
could be counted on the fingers of 
one hand, there has never been any 
appointment to a senior job from out- 
side the organisation, since the staff 
training scheme has fully functioned. 


The third essential of a training 
scheme is that the officer in charge 
of training should be responsible only 
to the management. For any large 
scheme, the Staff Training Officer 
should be of executive status. 


Define Clearly 


There are a number of reasons why 
the position of the training officer 
must be clearly defined and an import- 
ant one is that frequently, in carry- 
ing out the training policy, perhaps 
in regard to transfer of personnel, he 
will come in conflict with Department- 
al Supervisors who are more concern- 
ed with retaining a good man for their 
own section rather than release him 
for training elsewhere. It is of course, 
the Training Officer’s duty to insist on 
the provisions of the scheme being ob- 
served and if necessary he should en- 
list the support of the management. 


Fourthly, the staff training officer 
must maintain personal contact with 
all personnel under the training scheme 
as well as with all managers, superin- 
tendents, heads of departments and 
foremen. The importance of this per- 
sonal contact cannot be over-emphasiz- 
ed especially in large organisations 
where there is a natural tendency to 
build up a barrier between manage- 
ment and employee. 


Last but not least, I consider it es- 
sential that there should be a close 
liaison between industry’s staff train- 
ing schemes and the schools, educa- 
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tional bodies and professional associ- 
ations. So far as the schools, colleges 
and universities are concerned, it is 
necessary that the teachers, lecturers 
and professors have a knowledge and 
understanding of the needs of indus- 
try and commerce. It is not sufficient 
to teach the boys what we might re- 
gard as the elements of education but 
the teachers must prepare their stu- 
dents for the life in the world outside 
the schoolroom and endeavour to give 
them a genuine knowledge of the oc- 
cupations from which they will make 
a choice in selecting their career. 


On the other hand, a sound staff 
training scheme is designed to intro- 
duce the young men to work in a 
smooth and efficient manner—it plays 
its part in providing employment suit- 
able to the abilities and inclinations of 
the young men and women starting 
off on their working life. On this par- 
ticular aspect, vocational guidance 
plays an important part in helping the 
young people to choose the particular 
sphere of activity to which they are 
best suited and also assists the em- 
ployer in making a selection to meet 
his particular needs. 


Diverting for a moment to our own 
particular case, we have developed in 
recent years a scheme known as “In- 
forming the Schoolmaster” which is 
intended to give the educationists a 
first-hand knowledge of the steel in- 
dustry and the opportunities it offers 
for a career. An invitation is extend- 
ed to professors and lecturers from 
Universities and technical colleges, and 
headmasters and careers advisers from 
the high schools to visit the steelworks 
for two or three days during which 
they are the guests of the company. 

In addition to plant inspection, dis- 
cussions of a helpful nature to both 
parties take place and we also invite 
and receive criticisms and suggestions 
on our staff training scheme. So far 
the idea has been most successful. 


Selection of Recruits. 


It is, of course, of the greatest im- 
portance that careful attention be giv- 
en to the initial selection of recruits 
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under the Training Scheme. It is de- 
sirable to aim high but regard must 
be had to the needs at the various 
levels and obviously you don’t select 
an intelligent young man with a high 
standard of education to be an appren- 
tice—you fit him in a higher level com- 
mensurate with his ability. 

I think it will be agreed that it is 
becoming increasingly difficult to ob- 
tain good boys of Leaving Certificate 
or Matriculation standard and whilst 
there are, no doubt, a number of rea- 
sons for such shortages, I feel that the 
granting of such a large number of 
Commonwealth Scholarships is playing 
a large part in diverting to Universi- 
ties and higher educational institu- 
tions, a large proportion of leaving cer- 
tificate boys who would otherwise be 
available for employment. 

There are now over 2,000 Common- 
wealth Scholarships granted annually 
and these are allocated to the States 
on a population basis. 


B.H.P. Scheme. 


Here, then, is an outline of the Staff 
Training Scheme operating in the steel 
industry, commencing with a brief re- 
ference to the various classifications 
covered under the scheme. 


1, Trade Apprentices. 


At the lower level we have the trade 
apprentices. They are, of course, govern- 
ed by the individual awards as regards 
wages and conditions of employment 
but their training comes within the 
scope of the Company’s scheme. 

Practically all trades are covered, 

for some of which the school Inter- 
Mediate certificate is required as an 
entrance qualification but for others, 
this standard is not necessary although 
of course, we always try to get the 
best offering. 
_In addition to his training on the 
job, the apprentice attends technical 
college and undertakes the appropriate 
trades course. Tuition fees are refund- 
fer satisfactory attendance at the 
ech. 
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For the training of apprentices on 
the job, curricula are set out for each 
trade. We have established apprentice 
training shops for fitting and turning 
apprentices in their first and second 
years. These shops are fully equipped 
with the necessary lathes and mach- 
ine tools, are entirely self-contained 
and under the supervision of capable 
Supervisors. 

In addition to award rates of pay, 
apprentices can earn a bonus of 15/- 
per week which is assessed and paid 
on the following basis: 

1. One unit of 5/- based on satisfac- 
tory tech. attendance. 

2. One unit of 5/- based on shop 
work and progress. 

3. Third unit of 5/- based on tech. 
examination results. 

Whilst the primary intention is to 
train apprentices to become skilled 
tradesmen, provision is made under 
the scheme for an apprentice after 
completing his indentures to continue 
on a diploma course and ultimately 
qualify as an engineer. 


2. Engineering Trainees. 


The next classification is engineer- 
ing trainees, who must hold the leav- 
ing certificate and in specified subjects. 
These boys take a diploma course in 
mechanical or electrical engineering 
at the technical college. Their rate of 
pay is 30/- per week above the trade 
apprentice but this increment is con- 
ditional upon passing the examinations 
each year of the diploma course. 

Engineering trainees are indentured 
in the same manner as trade appren- 
tices but receive broader training and 
on completion of their diploma are 
classified as engineers. 


3. Technical Trainees. 


These trainees study for metallur- 
gical, chemical or chemical engineer- 
ing diploma and leaving certificate is 
a necessary qualification. They are em- 
ployed in the laboratories, test house 
and various production departments 
and training curricula are formulated 
for them to follow in their respective 
departments. 


267 





STAFF TRAINING — Continued 


The diploma men, both engineering 
and metallurgical, generally fill the 
various positions from foremen up to 
superintendent and excutive in opera- 
tional and production departments. 
Actually the way is open for any pro- 
motion they have the ability to win. 


4. Technical Cadets. 


Graduates of Universities and day 
course diploma men from approved 
Technical Colleges or Schools of Mines 
are eligible for selection as cadets. 
Having acquired their academic know- 
ledge, they are given the opportunity 
of gaining practical experience which is 
designed to fit them for executive po- 
sitions. 

They follow a two year curriculum 
covering all sections of the works and 
including experience at other branches. 


Marine Apprentices. 

An interesting section of our staff 
training scheme is that devoted to the 
staffing of our fleet of ships which 
now total twelve and more are being 
added. 

As future deck officers, we appoint 
as marine apprentices, youths not old- 
er than 17 and holding the leaving 
certificate. Apprenticeship is for four 
years and is under the usual form of 
indenture issued under the Navigation 
Act. 

A course of study is now provided 
at the recently established nautical 
school attached to the Newcastle 
Technical College. In addition tuition is 
provided by the ship’s captain and offi- 
cers. 

I think you will find that practically 
all shipping companies now have a 
marine apprentice scheme. 


Marine Engineers 


The training of engine room person- 
nel differs from the training of deck 
officers as the former must first serve 
their time as apprentices to fitting 
and turning. 

We endeavor to attract the engineer- 
ing trainees to the marine course but 
also select from trade apprentices on 
completion of the third year of the low- 
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er trades courses. In their fourth and 
fifth years they follow a curriculum 
specially designed for them including 
six months at our Whyalla shipyard 
where they gain experience on ship 
construction. 


Collieries. 

Another interesting classification 
under the staff training scheme is col- 
liery cadets. 

Coal mining methods have under- 
gone a revolutionary change in the last 
10 years or so and most modern mines 
are now highly mechanized with coal 
cutters, machine loaders, electric locos, 
ete. Well-trained and qualified execu- 
tives are necessary for successful 
management of the modern colliery. 

Colliery cadets are selected from 
technical cadets who have completed 
their two year curriculum at the Steel- 
works and they then follow a three 
years course in Mining practice before 
sitting for examinations set by the 
Department of Mines for Mine 
Managers. 

In addition to bringing to these 
positions a sound technical knowledge, 
these men have the advantage of an 
unbiased viewpoint, free from the nar- 
row and parochial outlook which is 
inherent in coal miners born and bred 
in the mining districts. Practically all 
our colliery managers and _ assistant 
managers are young men with Uni- 
versity or Technical College education 
and who have been trained under this 
scheme. 

It might be of interest to mention 
(although it does not come within the 
scope of the staff training scheme) 
that six or seven years ago a scheme 
was instituted at both the company’s 
Northern and Southern collieries for 
the practical training of new recruits 
to the mining industry. Training fa 
cilities have been provided including 
a complete range of coal mining 
machines and instruction is given by 
skilled instructors. The full course 0 
cupies 138 weeks and award rates are 
paid during training. 


Commercial Trainees. 
The section of the staff training 
scheme with which I am most col 
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cerned is that covering commercial 
trainees. 

The standard of entrance is Leaving 
Certificate and after a short probation- 
ary period, the boys are admitted to 
the training scheme. 

Up to two or three years ago we 
required all new starters to undertake 
shorthand and typing but it was found 
increasingly difficult to interest the 
young men of today in these subjects 
and consequently they were made 
voluntary. If a lad chooses to do 
shorthand and typing and attains the 
required standard, the Company re- 
imburses his tuition fees and pays him 
a bonus of £15. 

All commercial trainees are re- 
quired to study Accountancy at least 
up to the Intermediate stage. We en- 
courage them, however, to complete 
the full course and qualify for admis- 
sion to the Society. 

Tuition fees are refunded up to 
approximately 75 per cent of the total 
cost of the course and a scale of salary 
increments is applied as examinations 
are passed. This study increment is at 
the rate of 5/- per week for each of 
Stage 1, 2 and 3 of the new syllabus 
which means that a qualified man can 
earn 15/- per week over and above his 
normal salary. This increment is kept 
separate from his salary and is paid 
irrespective of the work he may be 
carrying out. 

Before a commercial trainee is en- 
gaged, his study obligations ure fully 
explained and it is made quite clear 
that promotion depends on success in 
his accountancy studies. Of course, it 
does not necessarily mean that because 
a trainee passes his examinations that 
he automatically gets promotion—he 
must have practical ability in his job 
as well. As you probably well know 
there are men who can fly through 
examinations with ease but’ give them 
4 practical job of work to do and they 
are lost. Nevertheless, Accountancy 
qualification is essential before trainees 
are considered for the senior positions. 

Training on the job is provided by 
moving the young men about from one 
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Department to another in order to 
widen their knowledge and also to 
assist in ascertaining the particular 
work for which they are best suited. 

In the large offices such as at New- 
castle and Port Kembla Steelworks, 
trainees are grouped, about 12 to a 
group and placed in the charge of a 
group leader. The group leader is a 
senior and qualified officer who is 
capable of assisting the trainees with 
their studies and general progress. 
The group leaders submit periodical 
reports on each trainee dealing with 
his study progress and ability at his 
work. 

After they have qualified, the best 
of the young men are given the oppor- 
tunity of spending 12 to 18 months at 
the various works and _ branches 
throughout the organisation. Our in- 
tention is to create a pool of young 
men, trained and qualified who are 
ready to fill the higher positions as 
they fall vacant. 


Some specialised training is given 
to our sales personnel. They are re- 
quired to complete accountancy to the 
intermediate stage and then undertake 
a one year course in elementary metal- 
lurgy, the purpose, of course, being to 
give them a knowledge of the proper- 
ties of iron and steel. Advanced sales 
trainees are then selected to partici- 
pate in a 12 months’ curriculum at 
the steelworks, this course being 
divided into six months on the plant 
and six months in the office. 


Provision is made in our scheme for 
the appointment of University gradu- 
ates in commerce or economics and 
they are classified as commercial 
cadets. Because of the nature of our 
industry, however, with the bulk of 
the commercial work being practical 
accounting and costing, we prefer to 
engage graduates who have concen- 
trated on the accountancy side of their 
commerce or economics course. 


Commercial cadets are usually placed 
at the works where they obtain prac- 
tical experience in all departments 
which, it is hoped, coupled with their 
academic training will develop them 
into potential executive material. 
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Administration. 

There are now approximately 1,800 
employees covered by the staff training 
scheme of whom about 1,300 are trade 
apprentices. 

The administrative organisation 
essential for the efficient control and 
operation of the scheme is directed by 
a staff training committee at Head 
Office. This commitee is under the 
chairmanship of the General Manager 
and includes senior executives of the 
company as well as the executive 
officer for staff training. 

At each of the works there are sub- 
committees for the various sections, 
e.g. commercial, technical and appren- 
tices. They meet at frequent intervals 
to review and report on the progress 
made by trainees in their respective 
sections. These sub-committees com- 
bine to form a full works committee 
which passes its report and recom- 
mendations to head office. 

There is a staff training officer at 
each works and it is his responsibility 
to ensure that the decisions of the 
committees are carried out, to main- 
tain close contact with cadets and 
trainees at his works and to prepare 
periodical reports for ultimate sub- 
mission to head office. He is respon- 
sible for keeping all the necessary 
records and has a clerical staff to 
assist him. 

In a similar manner the master of 
apprentices at the various works at- 
tends to the general welfare of all 
apprentices under his care. 

Branch office managers are respon- 
sible for the administration of the 


scheme in their respective offices. They 
maintain personal contact with the 
trainees under their control and sub- 
mit quarterly reports concerning them 
to head office. 

The duties and responsibilities of 
the executive officer for staff training 
are to assemble and submit to the 
staff training committee all matters 
brought forward by the various works 
committees and to report generally 
on the operation of the whole scheme. 
It is his responsibility to ensure that 
the policy as defined by the head office 
committee is implemented throughout 
the organisation. 

This officer visits all works at regular 
intervals, attends works committee 
meetings as far as possible and main- 
tains personal contact with all: per- 
sonnel connected with the scheme. 

The executive officer also acts as 
liaison with the Universities, Technical 
Colleges and schools as well as with 
professional associations. 

Once each year, a combined con- 
ference is held at head office attended 
by representatives from the works and 
any major matters affecting the staff 
training scheme together with sugges- 
tions for improvement are put forward 
and discussed. 


Conclusion. 


The staff training scheme operating 
in the steel industry has been going 
for about 26 years. It is by no means 
perfect and we are continually striving 
to improve it. However, its value has 
been proved over and over again, and 
the staff training scheme has played 
a large part in the progress of the 
company. 





_Anonymous a. 


Recently a number of anonymous letters has been received addressed to the 
Editor of this journal. For the most part, these letters relate to matters in respect 
of which the Editor has no responsibility or power and which are not of general 
interest to readers. In any event, no notice can be taken by the Editor of anonymous 
letters. All correspondence to the Editor should be signed by the writer and should 
give his address. If so desired by the writer, the name and address need not be 


published. 
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Taking and Recording Minutes 


By W. J. SOUTHEY 


RE are some comments on Mr. 

Oakey’s excellent paper on “Taking 
and Recording Minutes”, as published 
in the April issue of The Australian 
Accountant, and a note of warning to 
company secretaries on one aspect of 
recording minutes required to be kept 
by the Companies Acts of the various 
States of the Commonwealth. 


Mr. Oakey is dealing essentially 
with the Victorian Act, but the Com- 
panies Acts of the other States all 
seem to be almost identical in terms 
in regard to the keeping of minutes 
of meetings of shareholders, directors 
and committees of directors, and, in 
every case, require such minutes to be 
kept “in books”. 


Under the heading “Minute Books”, 
Mr. Oakey refers to this provision in 
the Victorian Act and goes on to state 
that “few minutes are actually written 
into books nowadays. The trend is 
towards loose leaf binders”. He then 
rightly proceeds to emphasise the dan- 
ger of this trend from the practical 
point of view and to suggest certain 
safeguards. I should like to point out 
the danger of this trend from the legal 
aspect. 


In Hearts of Oak Assurance Co. 
Ltd. v. James Flower & Sons (1936) 1 
Ch. 76, a similar section of the English 
Act was under consideration and the 
Court decided that entries made in a 
number of loose leaves fastened to- 
gether in two covers were not admis- 
sible in evidence as minutes entered 
“in books” within the meaning of the 
Section. 


In a Victorian case Kirwan v. Long 
1936 V.L.R. 283, Hearts of Oak was 
referred to in support of an argument 
that a loose-leaf register was not a 
“Register Book” within the meaning 
of Section 53 of the Licensing Act 
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1928. This argument was rejected by 
Gavan Duffy, J., mainly for the reason 
that the cases were not analogous in 
that the Licensing Act 1928 author- 
ised the making of rules thereunder 
and enabled the rule making authority 
to prescribe such form for the Regis- 
ter as might be thought most useful 
for carrying out the purposes of the 
Act. 


Obviously, under the Licensing Act, 
mere slips of paper conjoined with a 
brass paper clip would have been a 
proper Register Book had such a form 
been prescribed by the rules as the 
most useful. The Court therefore felt 
there was sufficient justification with- 
in the Act itself to enable it to dis- 
tinguish the case from Hearts of Oak 
and to decide that a loose-leaf Register 
was sufficient. 


Hearts of Oak case was also re- 
ferred to in a New South Wales case re 
a Solicitor (1939) 56 Weekly Notes 
53, which was a case dealing with Sec- 
tion 100 of the Companies Act 1936. 
This was a decision by the Full Court 
of the Supreme Court of New South 
Wales and would, therefore, be given 
considerable weight before any other 
Australian Court. The judgment of 
the Chief Justice refers to the fact that 
the Legislature expressly sanctioned 
the use of a loose-leaf system for the 
Register of Members, but only subject 
to conditions to be prescribed by Regu- 
lations under the Act. 


The Court in this case followed 
Hearts of Oak and agreed that a loose- 
leaf minute book was not a “book” 
within the meaning of the Section. 


A variation of the theme occurred 
in another New South Wales case 
Donohoe v. Joynton-Smith which, to 
the best of my knowledge, is not of- 
ficially reported on this particular 
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point. At page 62 of Volume 22 of 
the Australian Law Journal, a contri- 
butor (who was probably one of the 
barristers or solicitors engaged in this 
marathon case) states that “Suger- 
man, J., held that a bound book in 
which Minutes typed or written on 
sheets of paper and duly signed comply 
with the Section (i.e., of New South 
Wales Companies Act) if pasted into 
such book either before or after sig- 
nature, but that the element of re- 
cency is part of the ordinary meaning 
of the word ‘Minutes’ as used in the 
context of Minutes of proceedings at 


Meetings”. 


There are therefore two aspects of 
company minutes to be considered and 
the degree of importance to be attached 
to either aspect will, no doubt, be 
largely determined by the position and 
mental approach of the considerer. 


Firstly, there is the question of con- 
venience and from this point of view 
the balance is largely in favour of 
loose-leaf books (using that word in 
a strictly non-legal sense) and this has 
no doubt led to the departure from 
the old practice of handwriting min- 
utes into a bound book. Naturally 
company secretaries would cast an 
overwhelmingly vote in favour of a 
loose-leaf minute book notwithstanding 
the dangers inherent in such system as 
pointed out by Mr. Oakey and which, 
by their very presence, must lead to 
some degree of inconvenience. 


Minutes are referred back to far 
more in the normal carrying on of a 
company’s business than they are in 
Court proceedings and in such use for 
the company’s internal administration 
the question of their evidentiary value 
hardly arises. 


Secondly, there is the question of 
their value as evidence in legal pro- 
ceedings that may arise in the future. 
It is seldom that any litigation is in 
contemplation when the business is 
transacted or the minutes recorded 
but no one can foretell what the future 
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holds and it is therefore prudent, if 
not essential, to see that the minutes 
are kept in such a way as to speak for 
themselves in Court. 

I can perhaps emphasise this point 
by mentioning a case of which I have 
personal knowledge, where minutes of 
directors’ meetings held over 30 years 
ago will become vitally important when 
the case is heard. Luckily loose-leaf 
minute books were then unknown! It 
does not need much imagination to 
realise the difficulty which any direc- 
tor or secretary would have in the wit- 
ness box under cross-examination as 
to the reliability of his memory of 
what transpired at a meeting 30 years 
ago. In fact, it could well be that per- 
sons who were then directors or sec- 
retaries are all now dead and no evi- 
dence could be given on the company’s 
behalf. 

In view of the English and New 
South Wales cases (and a fuller re- 
search might disclose others) and of 
the fact that Gavan Duffy, J., would 
almost certainly have felt constrained 
to follow the Hearts of Oak case had 
he not been able to distinguish it by 
reason of the difference in the Statu- 
tory provisions, it seems there is a 
grave risk in keeping minutes in a 
loose-leaf minute book and, in the in- 
terest of the company, such practice 
should not be followed unless there is 
a sufficient Statutory sanction for it. 
The compromise of typing minutes and 
pasting them in a bound book seems a 
far more satisfactory course and one 
which entails very little—if any—more 
inconvenience than a true _ loose-leaf 
system. 

I should like to emphasise the re- 
marks of Sugerman, J., in Donohoe v. 
Joynton-Smith, that the element of re- 
cency is important. This element ap- 
plies both to the writing up of the 
minutes (in whatever form of book 
they are kept) and also to the pasting 
of minutes on a loose-leaf sheet into 
a bound book. The law seems well 
established that unless minutes are 
written up within a very short time 

— Concluded next page 
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Terminology — A Reply 


By S. R. BROWN 


THE OBSERVATIONS and criticisms 

of Mr. Louis Goldberg relating to 
the interim report on Accounting 
Terminology, by the Accounting Re- 
search Committee N.S.W. Division, 
made very interesting reading in The 
Australian Accountant of February, 
1954. In addition, Mr. Goldberg is to 
be congratulated on his uncommon and 
commendable trait of being rarely, if 
ever, apathetic to challenge. 


However, on this occasion, the chal- 
lenge has been taken up in such a pro- 
voking way that I feel I must make 
some reply, and, in this I would like 
it understood that although I was a 
member of the Committee that pro- 
duced the definitions I am not speaking 
for the Committee in their defence. 
Also, I would point out that my re- 
marks are proffered in the same spirit 
as Mr. Goldberg proffered his. 


Purpose of Definition 


The first criticism was that the Com- 
mittee had not made sufficiently clear 
in the preamble to the definitions, the 
purpose of the proposed definitions— 
for whose use they were framed? 
Whilst agreeing with Mr. Goldberg’s 
remarks on the use of words generally 
and his and Robinson’s observations on 
definition, I cannot see that a Com- 
mittee on Terminology could do any- 
thing else but frame definitions for 
general use in accounting. The words 


are intended to have meaning in the 
accounting field. 

Teaching students what accountancy 
does and what special rules are used 
in certain accounting situations is not 
accounting. Mr. Goldberg is free to 
make up whatever stage-by-stage de- 
scriptions he likes for student purposes. 
No committee in the world would ever 
stop that. Indeed, it is doubtful whether 
a Terminology Committee set up for 
the production of definitions at vari- 
ous student levels would secure the 
agreement of more than a fraction of 
teachers. 

Since the definitions were intended 
for general use in accounting I feel 
that they were not meant for communi- 
cation with non-accountants. If that 
were suggested I could not see an end 
to the explanatory detail necessary for 
their understanding by a variety of lay 
minds. 

Accounting Entity 

The Committee’s definition of an 
accounting entity was: 

“A conceptual point of reference 
at which a particular aggregation 
of acts, events and things is de- 
scribed in accounting terms.” 

The second word in the definition was 
published in the Journal as “concep- 
tional” but in view of Mr. Goldberg's 
remarks that really would not have 
made much difference to his metaphy- 
sical approach. 


— Continued Overieaf 





TAKING MINUTES — Concluded 


of the meeting to which they relate, 
they do not qualify in a Court of Law 
as minutes. It is certainly unwise to 
allow a time lag of more than two or 
three days. 
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Most competent secretaries no doubt 
make the writing up one of their first 
jobs after the meeting while every- 
thing is fresh in their minds, but I 
know from experience that there are 
others who find great difficulty in hav- 
ing them ready for the next regular 
monthly meeting. 


273 





TERMINOLOGY — Continued 


The criticism alleged that what the 
Committee was saying was that an en- 
tity was “an abstraction of reference 

.”. This of course is patently absurd 
and the Committee could have meant no 
such thing. What Mr. Goldberg has 
difficulty with is the meaning of the 
term “conceptional point.” But what 
is the difficulty? Regretfully, I feel 
that it is one of Mr. Goldberg’s own 
making. He says, “Geometrically, of 
course, all points are abstract, having 
neither length nor breadth.” This is 
good enough reasoning to substitute for 
the word “point” the word “abstrac- 
tion.” This must surely offend all the 
rules of logic and commonsense. A 
particular quality of the word “point” 
is substituted for “point” itself. In any 
case why “Geometrically, of course”? 
Actually, the Shorter Oxford gives 
scores of meanings to the word “point”’. 

But even so this is what the Shorter 
Oxford says in category 4 of the mean- 
ings given: 

“Something having defiinite posi- 
tion, without extension. L. Geom. 
That which has position but not 
magnitude... 


This is a rather different description. 

There is not to my mind anything 
wrong with tagging “conceptual” to 
“point” in order to differentiate a 
notional point from a physical one. 
There are physical points, e.g., in her- 
aldry, or point of intersection of two 
roads (which latter means of course 
that a point can be an area). Nor do 
I think, for our purposes here, there 
is anything wrong with the idea (if 
one feels like using it) that a point 
has no extension. 


The idea of extension is of no import- 
ance in the concept of an accounting 
entity. 

The fact remains that an accounting 
entity is a point of reference and it is 
conceptual because it does not exist in 
a physical sense. Mr. Goldberg argues 
that since he owns assets then, in terms 
of the definition “assets” produced by 
the Committee, he is an accounting en- 
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tity, and thus a conceptual point of 
reference. The flaw in this reasoning 
is that the Committee is not defining 
“assets” in any way other than in 
accordance with the meaning adopted 
for accounting purposes. Mr. Goldberg 
is referring to a legal definition of “as- 
sets”. He says—in law I own these 
things ee a 


I submit that what accountants ac- 
count for when they are accounting is 
not a physical person whatever else 
it may be. A person may generate 
twenty accounting entities with twenty 
different accountants. 


Suppose I say—‘“‘What are Jones’ as- 
sets?” This statement could mean any 
of the following: 


1. That I want to know what assets 
a particular business of Jones 
“owns.” 


. That I want to know what assets 
are “owned” by all of the busi- 
nesses owned by Jones. 


. That I want to know (2) and also 
what private (as distinct from 


business) assets Jones “owns.” 


. That I want to know what are 
all of Jones’ assets—of whatever 
kind—including, e.g., his sunny 
smile. 


My point is that as an accountant 
accounting for assets of Jones I may 
mean the first of the above if I were 
to ask the question in one case, or per- 
haps the second in another case, and in 
the event of bankruptcy perhaps the 
third. If I were a cautious woman bent 
upon matrimony perhaps the fourth 
answer might be relevant. If I werea 
lawyer with a client asking for alimony 
the third might be the only answer 
without any regard to entities, and # 
on. 


I do not know of an accountant ever 
having accounted for a person (in the 
civil as opposed to the criminal sense). 
What I suggest an accountant does is 
fasten on “something” in respect of 2 
person (legal, real, or dead) and at- 
count for that. This “something”, ! 
believe, is a particular aggregation 0 
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TERMINOLOGY — Continued 


acts, events and things generated by 
this person. This aggregation has a 
focal point—a point of reference—it is 
conceptual because it does not exist 
physically. The Shorter Oxford admits 
that a point can (and generally does, 
incidentally) have a defined position. 


None of this is invalidated where 
accounting entity is used in relation to 
an entity such as a cost unit of 1 gallon 
of syrup. The entity is not any one 
particular gallon of thousands of gal- 
lons of syrup—it is the notion of a 
gallon of syrup. 


A criticism was also made of aggre- 
gating acts, events and things. It was 
said—“How can we add an act to a 
thing?” The only reply I can make to 
this is that the word aggregate has 
more meanings than “add’’. 

Since I was present at the meetings 
of the Committee I can say that there 
was no adaptation of the treatment of 
Paton and Littleton so we did not either 
etherealise or emasculate any of such 
material. It seems to me that the quo- 
tations which Mr. Goldberg produces 
from Paton and Littleton support very 
strongly the Committee’s view of an 
accounting entity. 


Particular Definitions 


Specific queries were raised by Mr. 
Goldberg in regard to particular defini- 
tions and it may be that certain of these 
may cause the Committee to amend the 
definitions involved. Dealing with each 
in turn, the first was— 


Are uncalled capital and unissued 
capital which are rights and inter- 
ests of a company, to be regarded 
as assets? 


I would say that. uncalled capital is 
an asset whereas unissued capital is 
not because it is not measurable in 
monetary terms. How is ond to measure 
in monetary terms a mere right to is- 
sue shares? 

In respect of the second query I 
agree with Mr. Goldberg that there is 
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an inconsistency in the definition of 
circulating assets as compared with 
that of current assets. This could be 
removed by including the words “of 
the business” after “normal operating 
cycle” in the definition of circulating 
assets. 


The third query asks “What does 
‘variously used’ mean?” as included in 
the following reference to deferred as- 
sets— 


A term variously used to designate 
preliminary expenses, prepay- 
ments, discounts on shares, and 
other items. The use of the term 
is not recommended. 


I would say that it meant what it 
implies, viz., that the term is used in 
different ways, sometimes to mean one, 
sometimes to mean another of the sort 
of things referred to. Mr. Goldberg’s 
notice of what he proposes to do is 
duly noted, although how satisfactory 
a communication he will achieve with 
such a hybrid as deferred assets I can- 
not imagine. 


I agree with Mr. Goldberg that some 
amendment to the definition of intan- 
gible assets would be desirable in order 
to avoid an excluded class being treated 
as an included one. 


I think motor vehicles are capable 
of producing income “in themselves.” 


Apart from the fact that I think 
there is too great a tendency to clutter 
up published balance sheets, I think 
liquid assets should not be used therein 
because it would necessitate a further 
subdivision involving more _ technical 
terms to no particular purpose as re- 
gards those who receive published bal- 
lance sheets and who do not know 
already what liquid assets are. 


Speaking as a member of the research 
committee I would like to say how en- 
couraging it is to have such interest as 
Mr. Goldberg has displayed shown for 
the work of the Committee, even if it 
produces criticism which is adverse. 





“Markup” 
Terminology of Cost Accountancy 


By R. E. MASKELL 


HE PURPOSE of this note is to 

consider some of the views ex- 
pressed by Mr. Robt. Adamson in The 
Australian Accountant’, December, 
19538, pp. 521-24. 


“Mark-up” is also spelled “markup” 
in some modern American texts (no 
hyphen). It was always based on cost, 
even in the United States. 


Through the efforts of such business 
bureaux and organisations as_ the 
National Retail Dry Goods Association 
and retail research bureaux at leading 
universities, it is now customary to con- 
sider markup as being based on the 
retail selling price. 


The arguments in favour put for- 
ward are:— 


1. A profit cannot be made until the 
merchandise is sold. 


2. The basis for comparison of such 
important figures as the gross margin, 
net profit, markdowns, turnover and 
the like has always been expressed in 
relation to the net sales. 


3. Expenses, such as salesmen’s com- 
missions, are often based on net sales 
volume. 


4. The exchange of such data 
through central organisations as the 
NRGDA makes it necessary for all re- 
tailers in the United States to now use 
retail sales prices for purposes of com- 
parison and analyses. 


5. To the layman, a markup of 40% 
on the sales price seems much more 
reasonable than a markup of 66%% on 
cost. 

6. The use of the “retail method of 
inventory” is made possible when the 
markup is based on the retail price. 


On the other hand, many in Aus- 
tralia now favour the calculation of 
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the gross margin on “cost”. 


Some of the arguments put forward 
are :— 

(1) As the retail sales price is made 
up of “cost” plus margin, in order to 
find the percentage margin we should 
use a base which excludes the margin 
we are setting out to find. 


Therefore, the gross margin should 
logically be calculated on “cost’’. 


(2) The impact of price control, con- 
tracts and munitions procedure on the 
Australian economy during the war 
made many businesses relatively more 
“cost conscious”. This viewpoint, 
rightly or wrongly, has remained. It 
was natural that retail organisations 
presented their data in such a way so 
as to conform with these regulations. 


In my opinion, both approaches have 
their merits. In presenting compara- 
tive data I use both. 


In costing, and determining retail 
selling prices, I always calculate gross- 
margins on “cost-into store”. 


Whilst not denying some of the argu- 
ments for the use of the calculation of 
the gross margin on the retail sales 
price, I cannot subscribe to the view 
that the calculation on the cost base 
is wrong. 


Accounting-wise, probably the sales- 
base is in use more than the cost-base, 
but, mathematically speaking, I am of 
the opinion that the cost-base is the 
more logical one for the reason given 
in the foregoing. 


In other words, I can find little fault 
in this respect with the approach 
made by the Australasian Institute of 
Cost Accounting. 


I am quite ready to admit that much 
of the above criticism (some might 
— Concluded next page 
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In Brief 


By GORDON BRUNS 


Cost of Borrowing.—The financial year 
just ended saw more government loan 
money raised than in the previous two 
years at more than £110 million, in- 
cluding a heavy oversubscription to the 
last Commonwealth loan. Even be- 
fore the terms of the last loan were 
announced, there were suggestions 
that the rate might be lowered, and it 
was widely claimed that the money 
could have been raised at a lower rate 
had not the Commonwealth Govern- 
ment needed to make sure of a success- 
ful issue for reasons of prestige. 


The oversubscription also relieved 
the Commonwealth of some obligations 
towards the States’ loan programmes, 
thus making it easier to promise tax 
relief in the next Budget. Now that 
the money market is stabilised, there 
will be renewed interest in the terms 
of the next Commonwealth loan. 


* 


New Zealand Interest Rates.—The 
Dominion provides interesting com- 
parisons with Australia in the matter 
of interest levels. Their recent 
National Development Loan to raise 
£30 million was the largest ever offered 
in the Dominion. Nominal interest 
rate is 32%, with a higher yield to 
redemption on the eleven, fifteen and 
twenty year securities, ranging up to 
almost 4% for the twenty year term. 
The different yields arise from the fact 
that these longer term categories were 
issued at discounts, while the five-year 
securities were issued at par. Even 


for the longest term, the rate is well 
below the Australian level. 

However, it seems that New Zealand 
may have to take special steps to keep 
interest rates down under the present 
circumstances of pressure on her re- 
sources. Two recent measures show 
that the central bank is curbing the 
credit policies of the trading banks. 
One measure is the raising of the mini- 
mum reserve ratios which the trading 
banks are required to hold on deposit 
with the central bank. These deposits 
correspond to our own Special Account 
system, and now amount to 25% of the 
banks’ demand liabilities and 124% 
of their time liabilities. This is the 
third increase in these ratios in the 
last two years. An official comment 
on the move stated that “The effect 
of the higher ratios will be to reduce 
the cash margin above their statutory 
balances now held by the trading banks 
and thus to place on their lending a 
degree of restraint appropriate to the 
present conditions.” 


Another step is the raising of the 
central bank’s discount rate from 1}$% 
to 34%. This rate is only used when 
trading banks desire to borrow from 
the central bank to meet abnormal de- 
mands for funds. The higher rate will 
discourage expansion of credit, and 
thus reinforces the effect of higher 
minimum statutory reserve ratios. 


* 


No Surplus Abroad.—Although 1953- 
54 has been a year of consolidation and 





“MARKUP” — Concluded 


prefer to regard it as quibbling) is 
purely verbal. But I submit that the 
purpose of definition and settling ter- 
minology is verbal; so much confusion 
can arise—and has arisen—through 
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the failure of words to communicate 
our thoughts that one of our most im- 
portant and significant tasks is to try 
to remedy this. Let us try to make 
words clarify our thoughts—that is 
their legitimate function. 





IN BRIEF — Continued 

comparative stabilif7 in many sectors 
of the economy, it nas been a year of 
transition in oversea trade. During 
the year our import restrictions have 
been progressively relaxed, with de- 
layed effects shown in rising imports. 

The export trade also changed, in 
that produce was moved earlier in the 
season than has been the case for some 
years, and the decline of wheat sales 
aggravated the weakness at the end of 
the season. Thus, as the year pro- 
gressed, imports were rising and ex- 
ports weakening, causing a fall in the 
surplus of exports over imports month 
after month. By May, we had a de- 
ficiency of exports compared with im- 
ports, and the same may be expected 
for June. This will mean that the 
year’s export surplus is not high, and 
may be more than absorbed by the 
cost of “invisible” imports — freight, 
insurance and other international pay- 
ments which have to be paid from our 
export earnings. The result would be 
a small decline in our oversea funds 
over the twelve months. 

Such a decline could be afforded, 
but it is unlikely that the Common- 
wealth authorities would countenance 
a continuation of such a drain. Unless 
exports promise to be much higher 
next season, and there is little evidence 
of such an improvement at this stage, 
nor is it likely to appear for some 
months yet, import restrictions might 
have to be re-imposed. This would be 
unfortunate for the Commonwealth 
Treasurer, because it would check the 
rise of customs revenue, which has 
helped greatly towards providing a 
Budget surplus in 1953-54. It might 
also have undesirable repercussions in 
confirming the “protection” granted to 
local manufacturers and the high cost 
level of the Australian economy. 


* 


Insurance Cover.—Some interesting 
figures were given by Mr. S. R. Ellis in 
his recent presidential address to the 
Insurance Institute of South Australia. 
He quoted the following from “The 
Tally”, giving the ratio of life insur- 
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ance in force to national income in 
various countries :— 
Country 1939 1945 

% 


oO 

Australia .. .. 63 57 
Denmark .. .. 41 38 
United Kingdom 64 48 
United States . 154 83 

Although inflation has _ stimulated 
the absolute amount of insurance busi- 
ness being written, the latter has not 
kept up with the growth of national 
income over the period of inflation 
since 1939. Mr. Ellis also suggested 
that this situation left considerable 
scope for further expansion of insur- 
ance business. 


1952 


Keeping Track of the Atom.—Business 
men cannot afford to lose track of de- 
velopments in the field of uranium and 
atomic power because of the implica- 
tions for defence and power supplies 
in future. The outline of the Aus- 
tralian position is summarised in the 
first Annual Report of the Australian 
Atomic Energy Commission, which 
covers developments since the Com- 
mission was established in April, 1953, 
to June, 1953. The report gives the 
constitutional arrangements for official 
control and encouragement of the 
search for uranium, its treatment and 
various agreements with international 
authorities. The Report is printed by 
the New South Wales Government 
Printer, and the Commission’s address 
is 45 Beach Street, Coogee, N.S.W. 
Our copy cost 5/-. 


Yellow Light for Television.—The Re- 
port of the Royal Commission on Tele- 
vision is available and provides a very 
useful outline for the layman on the 
problems and potentialities of this 


medium. Major conclusion is_ that 
there is no strong economic argument 
for delaying introduction of television. 
The Commission thought that Sydney 
should have the first station, then Mel- 
bourne, with extension to other cities 
gradually. However, there were cer- 
tain reservations about cost, and there 
are some limitations on the number of 
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Fine Points of Commercial Law 


By E. H. COGHILL, LL.M., (Librarian of the Supreme Court of Victoria) 


Sale of Shares induced by Fraud 


EADERS may recall the case of 

the synthetic cream factory which 
made a handsome profit by surrep- 
titiously adding water whenever the 
cost of manufacture got too high. 

In that case, which was reported as 
Briess v. Rosher, and which I discussed 
last August (23 A.A. 343), the fac- 
tory was sold on the basis of these in- 
flated profits, and the purchaser sued 
the fraudulent managing director suc- 
cessfully but failed against the 
other shareholders. The purchaser 
appealed to the House of Lords, the 
case being reported as Briess v. Wool- 
ley (1954) 2 W.L.R. 832. 

The Court of Appeal had held that 
the fraudulent Mr. Rosher had not 
been the agent of the other share- 
holders to make these fraudulent state- 
ments. However, the House of Lords 
pointed out that the company in gen- 
eral meeting had given him authority 
to conclude his negotiations with the 
plaintiff. Whether he had actually re- 
peated his false representations after 


this resolution, clearly by continuing 
the negotiations he had impliedly af- 
firmed his previous story. The share- 
holders could not thus constitute him 
their agent and decline to be bound by 
his conduct. His false statements had 
induced the plaintiff to purchase their 
shares, so they must pay damages ac- 
cordingly. 

Incidentally, the case is a good ex- 
ample of fraud by conduct. Rosher 
produced to the purchaser a correct 
formula, and a correct set of books, 
only omitting to mention that the fig- 
ures in the books were achieved by fail- 
ing to adhere to the formula. It was 
held by everyone that this was clearly 
fraud on his part. 


Valuation on Death of Majority 
Shareholder 


HE case of Dean v. Prince, which 

I discussed under this heading in 
October, 1953 (23 A.A. 418), has been 
yo on appeal (1954) 1 A.E.R. 
749. 





IN BRIEF — Concluded 


stations that can be accommodated on 
the available frequencies. There are 
also a number of policy points which 
need to be settled on the constitution 
of the controlling authority, standards 
of transmissions and so on. The 
potential manufacturers of equipment 
were unable or unwilling to give pre- 
cise data on costs of sets, and this was 
partly because of the doubt about cer- 
tain technical alternatives, yet to be 
determined. Clearly, there is quite a 
chain of decisions yet to be made, and 
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the industry must take years, rather 
than months, to establish. 


Banking Statistics —A very useful and 
comprehensive Banking Supplement 
has been issued to the regular “Statis- 
tical Bulletin” of the Commonwealth 
Bank, giving numerous detailed tables 
on Australian banking. The assets 
and liabilities of the various sections 
of the Commonwealth Bank and of the 
major private banks are given, clas- 
sifications of advances, debits to ac- 
counts, interest rates and gold and 
foreign exchange holdings. 
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FINE POINTS OF COMMERCIAL LAW — Continued 


This case related to the valuation on 
death of the holding of one of three 
shareholders, pursuant to an article 
which stated that, on death, the sur- 
vivors should buy the shares of the 
deceased at a value fixed by the audi- 
tor. Deceased held 140 shares out of 
200 issued. 

The valuer found that the company 
was losing money steadily and there- 
fore valued the fixed assets on a 
“break-up” basis as junk, assessing the 
business at £1,400 and deceased’s share 
at £900. The Court below set this 
valuation aside, on the ground that it 
did not pay enough attention to the 
fact that the shares gave a controlling 
interest. 

On appeal, no one challenged the 
point of principle that although, if a 
valuer keeps his mouth shut you can 
do nothing about it, yet, if he is good 
enough to tell you how he reaches his 
valuation, you can challenge his con- 
clusion. 

The case turned rather on the point 
that no one could really say he was 
wrong in concluding that the goodwill 
was worthless and the company should 
be wound up. It was all very well to 
say a majority shareholder could re- 
construct the company; it did not own 
the property on which its factory was 
situated and therefore could not go into 
liquidation without the risk of losing 
its premises, and in any case it was 
rather unjust on the other sharehold- 
ers to value the company on the basis 
that they could be turned out into the 
cold, and then call on them to purchase 
the shares at a valuation arrived at on 
that basis. 


Accordingly, the Court of Appeal re- 
stored the original valuation. 


Forged Alteration in Bill of 
Lading 


WEI TEK CHAO v. British Trad- 
ers and Shippers Ltd. (1954) 2 
W.L.R. 365, is another of those cases 
which drive us back to first principles. 
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Plaintiff, in Hong Kong, bought 
from defendants in London, 20 tons 
of Rongalite lumps (whatever that 
may be), C.I.F., Hong Kong. At first 
the date of shipment was left open, 
but the situation on the China maip- 
land deteriorated, and the plaintiff in- 
sisted and the defendant agreed that 
shipment must be made before the 
end of October. Defendant accord- 
ingly bought on the same terms from 
a Dutch firm, Smits, and gave similar 
instructions to them. The goods were 
placed on the wharf on 31st October 
and loaded on a ship which arrived on 
1st November, and a bill of lading was 
issued which stated “received for ship- 
ment and since shipped 31st October.” 
However, someone in Smit’s office al- 
tered this by deleting the words “re- 
ceived for shipment and since” so that 
it read simply “shipped 31st October”, 
and thus on its face complied with the 
contract. The bill of lading and other 
documents then reached the plaintiff's 
bank, via the defendant’s bank, the 
parties having arranged credit as re 
quired by their agreement. On ar- 
rival in Hong Kong, the documents 
were accepted by the plaintiffs and 
pledged with their bank to secure this 
credit, and the goods on arrival were 
warehoused, the warrants also being 
lodged with plaintiff’s bank. 


Meanwhile, shortly after the docu- 
ments were received and the price 
paid, plaintiffs learned that the goods 
were not shipped in October. Their 
sub-purchasers refused to go on, the 
Chinese prohibited the importation of 
Rongalite, and the bottom fell out of 
the market. By February, the plain- 
tiffs had satisfied themselves that the 
Bill of Lading had been altered, and 
started to threaten action, but in fact 
nothing was done till March of the fol- 
lowing year (1953) when these pro 
ceedings were commenced, claiming 
the return of the price, or alternatively 
damages. 


The claim for the price was based on 
the theory that the bill of lading was 
completely null and void, that the 
goods therefore never became the pro 
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FINE POINTS OF COMMERCIAL LAW — Continued 


perty of the buyer, and they had paid 
their money for nothing. 


The Court held that, although the 
alteration was important, it did not go 
to the essence of the document, as 
would a forged signature, or a forgery 
of the amount of a cheque. It still re- 
mained valid for its primary purpose, 
namely, as an acknowledgment of the 
fact that the goods had been shipped 
and of the right of the holder to receive 
them on arrival. Therefore the argu- 
ment that the buyers had got nothing 
for their money was as bad in law as it 
was in fact, and failed. 


To decide the claim for damages re- 
quired further careful analysis, much 
of it new, of the position under a C.I.F. 
contract. 

Devlin, J., held that under such a 
contract the buyer has two rights, one 
to receive the documents, and the other 
to receive the goods. The goods are 
“delivered” within the meaning of the 
Sale of Goods Acts when they are put 
on board and the property passes when 
the documents are transferred. But 
that passing of property is conditional, 
being subject to the buyer’s right to 
reject, and all his dealings, including 
sales and pledges of the documents, 
are likewise subject to that right, so 
that he is not held to have affirmed the 
contract because of such dealings and 
thereby to have lost his right to reject. 


In this particular case the buyer, by 
retaining the goods so long, had clearly 
lost his right to reject the goods. 
Nevertheless, he was still entitled to 
damages for the breach of his con- 
tractural right to accurate and genuine 
documents. He was therefore entitled, 
as damages, to the difference between 
the market price and the contract price 
of the goods. 


Auditor Valuing Shares 


HE position of an auditor, who is 
called upon to fix the price of 
shares on a transfer, is discussed in 
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the New Zealand case of Penberthy v. 
Dymock 1953 N.Z.L.R.130. 


In that case plaintiff, employee of a 
certain company, X, was allowed to 
purchase 25 shares of a nominal value 
of £10 each at par. When doing so he 
entered into an agreement whereby he 
promised that if he should leave the 
employment of the company or die, 
the plaintiff or his representatives 
would transfer the shares to Y com- 
pany, which already held most of the 
shares in X company. It was further 
provided that in the event of a dispute 
as to value, the matter should be re- 
ferred to the auditors of X company 
whose decision should be final. 


Plaintiff, having resigned his em- 
ployment, Y company called on him 
to transfer his shares and on his re- 
fusal notified defendants, the auditors, 
who fixed the value of the shares at 
£17 each. Plaintiff got an independent 
valuation of £37/10/- per share and 
refused to pay. The company having 
purported to transfer the _ shares 
against his will, he brought this ac- 
tion claiming (among other things) 
that the auditors should pay him the 
value of the shares, as by their wilful 
or negligent failure to make a proper 
valuation, they had deprived him of 
their value. 


The Court, however, held without 
hesitation, that when you call on audi- 
tors in such circumstances to fix a 
value for shares, they are not acting as 
agents for either party and are not 
subject to the ordinary law of agency. 
They are arbitrators or judges between 
the parties, and are protected by the 
very stringent rule that if you call on 
someone to act as arbitrator in your 
dispute, and he decides it against you, 
you cannot fight your case a second 
time, merely by saying that his de- 
cision was wrong, or even by saying 
that he was careless in deciding as he 
did. If that was permitted, there 
would be no end to the possibility of 
litigation. Nothing short of fraud 
will serve to enable you to claim 
damages against an arbitrator who de- 
cides against you. Fraud was not al- 
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The £’s in Your Balance Sheet 


An Unanswered Question 


By C. P. THOMPSON, F.C.LS., A.A.S.A., AACA. 


R. C. R. AIREY’S rejoinder 
(April, 1954) leaves a question 
unanswered—would a departure from 
the monetary convention in accounting 
assist management (to use an em- 
bracing expression) to realise more 
clearly the economic results of changes 
in the value of the monetary unit in 
which the accounting is done and 
would this clearer realisation be of any 
real value? 

To an_ individual Management 
caught as a tiny unit in worldwide in- 
flation or deflation (yes, do not forget 
deflation, for you may taste the bit- 
terness of it), this clearer realisation 
may do little, but if the realisation 
were widespread, it would set up an 
irresistible demand for action which 
would relegate the “boom and bust” 
economy we have always known to a 
record of the past in our history books. 


For proof of the necessity of such a 
clarification of economic thought 
amongst the business community, take 
Mr. Airey’s own comparison of the 
financial problems of a Management 
enjoying genuine expansion during a 
period of monetary stability and a 
Management faced with the financial 
problems arising from inflation. Ex- 
pressed in terms of the Monetary Con- 
vention, the two problems are strik- 
ingly similar, but if the first Manage- 
ment doubles its investment of money 
in plant and machinery, it will double 
its assets and at least double its 
capacity to produce, to earn and to 
employ. The second Management, as- 
suming, for the sake of simplicity, that 
the monetary unit loses exactly half 
its value, by doubling its investment in 
plant and machinery has only main- 
tained its productive power at the 
existing level, while adding greatly to 
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FINE POINTS OF COMMERCIAL LAW — Concluded 


leged in this case, and the action failed 
against the auditors. 


Bills of Sale 


HE principal lesson of Re Millar, 
16 A.B.C.49, is one which all credit 
houses have learned from bitter ex- 
perience long, long ago. Don’t touch 
Bills of Sale with a forty foot pole. 
The law is too strict; the slightest slip 
in a long and complicated series of 
transactions renders the whole security 
void. 
In this particular case the Creditor, 
a Bank, lost the security provided by 
its Bill of Sale over chattels—fortun- 
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ately for the Bank, it had other secur! 
ties as well—because it fell into the old 
trap and described the consideration 
for the Bill of Sale as an advance of 
£12,800, whereas in truth the cor 
sideration was forbearance to sue 
a past debt of £12,700, which included 
some interest. 


An incidental point was that a mort 
gage of a dairy, which mortgage wa 
expressed to include the land and pre 
mises mortgaged with all buildings, 
erections and fixtures thereon, includ 
the business of a dairyman carried 
therein, so that the Mortgagee, the 
Bank, had the right to seize and sél 
the dairy as a going concern. 
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£'s IN YOUR BALANCE SHEET — Continued 


its costs per unit by increasing its 
fixed charges and to do this the Man- 
agement has had to do one of three 


things— 
(a) use up reserves; 
(b) undertake a burden of debt, or 


(c) dispose of a portion of its busi- 
ness by seeking fresh capital. 


Mr. Airey correctly demurred at my 
writing of the “vague legal likeness” 
of 1945 and 1953 £’s. In using this 
phrase, I was guilty of “sloppiness”. 
What I had in mind was not that the 
legal position was vague, but that the 
thinking behind the law was vague 
and unrealistic. 

Law disregards the dissimilarities 
in the purchasing power of the £ in 
different years. The legal likeness of 
1945 and 1953 £’s is exact and definite, 
making conventional accounting an ab- 
solute necessity. Mercantile and/or 
Taxation Law must be changed before 
conventional accounting could be 
abandoned or seriously modified. 

For instance, Mr. Airey points out 
and discusses the obvious difficulties 


in the often suggested change in which 


“replacement value” and not “his- 
torical cost” would become the basis 
of calculating depreciation. However, 
this method could not be adopted unless 
Taxation Law was changed. Inciden- 
tally, if the Treasury were agreeable, 
an allowance could be made at the time 
of replacement based on the actual dif- 
ference between the cost of the plant 
written off and the cost of the plant 
bought to replace it. As this would 
be to the Treasury’s disadvantage in a 
period of rising prices, it would be fair 
to expect the previous depreciation al- 
lowance to be reduced in a period of 
falling prices when the replacement 
cost was less than the original pur- 
chase price. 

There is also the suggestion that in- 
ventories should be priced on a “last 
in, first out” basis. This lessens the 
profit shown in times of rising prices 
and increases it in times of falling 
prices which would bring the “account- 
ing” profit closer to the “real” profit, 
but again a change in taxation law 
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would be needed before the change 
could be introduced. 

My own contention is that two sets 
of Final Accounts and Balance Sheets 
are needed. 

One set which is already being pro- 
duced setting out the legal position 
which must be drawn up on conven- 
tional lines and a second set showing 
the real economic position in which the 
monetary unit used would be varied 
in accordance with the best statistical 
information available according to the 
fluctuations in its purchasing power. 
I believe that there are few who would 
not agree that the legal position often 
fails to coincide with the economic posi- 
tion and that the second is not as real 
and as compelling as the first. 

Even with both sets of Accounts and 
Balance Sheets in existence and their 
economic situations accurately known 
to the various managements, business 
would doubtless continue to be con- 
ducted in accordance with legal rights 
and requirements but I contend that a 
clearer realisation of the true economic 
position would sober managerial think- 
ing in times of inflation and increase 
managerial confidence in times of de- 
flation. This alone would be of tre- 
mendous value. 

Further, the preparation and publi- 
cation of “economic” as well as “legal 
obligation” Final Accounts and 
Balance Sheets, would be of very real 
assistance to economists and would also 
help to clarify the thinking of our 
political leaders. It would intensify 
the demand for and pave the way for 
better currency management. The re- 
sult would be greater stability which 
would be beneficial to genuine pro- 
ducers and traders but very adverse 
for speculators. 

I believe that it certainly lies within 
the power of Accountants to do great 
public good but only if they act in 
unison. Supplementary statements 
for individual companies, even large 
ones, are too limited to do much for the 
common good. What is needed is gen- 
eral agreement on a common statistical 
basis (fortunately, this basis need not 
be perfect to be useful) and common 
action backed and fostered by the 
Accounting Institute and Societies. 
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Three Notable Annual Reports 


HREE especially interesting annual 

company reports have been sent to 
us recently. One is a supplement to 
the 25th annual report of Imperial 
Chemical Industries of Australia and 
New Zealand Ltd.; another the 26th 
annual report to shareholders of Jant- 
zen (Australia) Ltd., and the third 
(sent by Caltex Oil (Aust.) Pty. Ltd., 
Australian associates of the company 
concerned) the 1952 annual report to 
the Ruler of Bahrain, by the Bahrain 
Petroleum Company Ltd. Each has 
distinctive features. 


The supplement to the I.C.I. report 
contains a brief comparison of the assets 
of the company at 30th September, 1953, 
with those at 30th September, 1929; 
the remainder of the booklet is a de- 
scription, profusely illustrated with 
photographs, of the history of the com- 
pany and of its activities from board 
level to operating levels. It tells an 
interesting story of the work of a large 
modern corporation, with particular 
emphasis on human relationships in 
industry. 

The Jantzen report, like its pre- 
decessors from the same company, is a 
masterpiece of attractive display and 
accounting skill. Its arresting cover, 
its clear and well-arranged tabulation 
of financial results and financial posi- 
tion, its observance of the best stan- 
dards of accounting presentation and 
its highly successful avoidance of am- 
biguous technical terminology mark it 
out as a model. 


In addition to now conventional two- 
year comparison of balance sheets and 
profit and loss statements, it includes 
a seven-year tabulation of the two 
main statements. Significantly, as 
evidence of an awakened “social con- 
sciousness”, the report is addressed to 
“shareholders, employees and business 
associates”. 


The Bahrain report is one of the 
most elaborate we have yet seen. It is 
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printed in two languages, with an 
amazing array of colours: several 
pages are printed in four colours and 
there are many excellent photographs 
of sections of the company’s works and 
activities (some in colour) and of re- 
cent incidents in the life of the com- 
pany, of Bahrain and its ruler. 

Financial and other data relating to 
production, stage of development of 
oil and gas wells, monthly refinery out- 
put, products manufactured, transport, 
employees and payrolls, years of ser- 
vice of employees, employee training, 
and many other aspects are described 
in narrative, tabular arrangement and 
colour bar charts. 

Like the I.C.I. supplement, strong em- 
phasis is placed on relationships with 
customers, employees and the social 
and educational work of the company. 

In a world almost filled with discord 
it is refreshing to read such a report 
covering, as the introduction says, “an 
operation made possible by the work- 
ing together of the people of Bahrain, 
wisely governed, and the Bahrain 
Petroleum Co. Ltd., an organization 
known as ‘Bapco’, well skilled in its 
oil operations. Both have been aware 
of their responsibilities to each other 
since the discovery of oil in 1932 in 
the geographical heart of Bahrain”. 


Reports of U.K. Public Companies 


Nearly five hundred English public 
companies submitted their reports and 
accounts, as laid before their general 
meetings in 1953, for consideration for 
the first of The Accountant annual 
awards. All these were subjected to 
a preliminary screening by reference 
to standards of qualification deter- 
mined by the panel of judges, and 4 
number were selected for submission 
to the panel for final decision. 

The winner was Thos. W. Ward Ltd. 
of Sheffield. 
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NOTABLE REPORTS — Concluded 


The award will take the form of a 
pair of beautiful hand-made silver 
wall sconces, specially designed for 
this purpose, and presented by the 
Lord Mayor of London at the Hall of 
the Worshipful Company of Tallow 
Chandlers (by kind permission of the 
Master and Wardens of that company). 


The Accountant award is made an- 
nually to a company whose shares are 
quoted on a_ recognised stock ex- 
change in the United Kingdom, in rela- 
tion to the form and content of the 
report and accounts as issued to its 
members. The factors which are con- 
sidered by the Panel of Judges include 
the adequacy of the information given 
and its presentation. 





A NEW PROFESSORSHIP 


The P. D. Leake Professorship of Finance and Accounting at Cambridge University. 


E more closely associated the ac- 

counting profession becomes with 
the financial and commercial life of 
this country, the greater is the need for 
it to keep under constant review, 
firstly, its fundamental aims and ideals 
and secondly, those developments in 
techniques which the accumulation of 
experience evolves. 

In the mind of the average account- 
ant, immersed in his own day-to-day 
problems and with little time for more 
than intermittent reflection on the 
philosophic aspects of his profession, 
these objectives may appear too remote 
and academic to be of much account. 

Most accountants have as much 
work as they can conveniently handle. 
At the same time, if the high reputa- 
tion which the profession has de- 
servedly won is to be consolidated, then 
research and development must be ac- 
tively encouraged and pursued. Every 
member of the profession, therefore, 
should receive with considerable in- 
terest and gratification the announce- 
ment made this week by the Council 
of The Institute of Chartered Account- 
ants in England and Wales of the es- 
tablishment in the University of Cam- 
bridge as from October 1, 1954, of the 
P. D. Leake Professorship of Finance 
and Accounting. 

It will be remembered that the late 
Mr. P. D. Leake, who was a member 
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of the Institute for more than sixty 
years until his death in 1949, left the 
considerable residue of his estate to 
the Institute to be held in trust and 
applied for such purposes falling with- 
in the legal definition of charity as 
were likely to benefit and advance the 
sciences of accounting and political 
economy, including the subject of pub- 
lic finance and taxation. The fund is 
administered by a committee consist- 
ing of members of the Council of the 
Institute. 

In his will, Mr. Leake expressly re- 
frained from specifying any particular 
method by which his intention should 
be implemented. He made various 
suggestions, however, the first of 
which was that an annual grant or 
grants might be made to a selected 
university or universities to establish 
and maintain a chair or chairs of ac- 
counting. It is a matter for consider- 
able satisfaction that by establishing a 
chair in the University of Cambridge, 
the Council has been able to fulfil so 
effectively what were clearly Mr. 
Leake’s wishes. The appointment of 
the professor will be made by the Uni- 
versity. The chair and the work as- 
sociated with it will be financed by 
an annual grant of £3,000 from the re- 
venue of the P. D. Leake Trust. 

The Council states that the first con- 
cern of the new chair will be the con- 
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A NEW PROFESSORSHIP — Continued 


duct and direction of research. The 
University authorities are satisfied 
that a professor with skill in account- 
ing techniques could further the de- 
velopment of economic thought and 
knowledge in a number of important 
ways. He could, for example, esti- 
mate the magnitudes of the national in- 
come and related concepts, measure 
the sources of finance for industry and 
the extent to which industry is able 
to provide for its own needs and make 
inquiry into such matters as capital 
formation and capital theory. 


In a leading article a few weeks ago, 
we expressed the opinion that the cul- 
ture of the Institute must continue to 
remain a bulwark against the dangers 
which threaten our independent way of 
living and thinking. The new profes- 


sorship, the generous inspiration of a 
distinguished member, brought faith- 
fully to a reality by his colleagues—is 
a particularly happy example of the 
wider service which the Institute seeks 
to render not only to the profession but 
to the society which the profession as- 
pires to serve. The late P. D. Leake 
was himself a scholar of considerable 
merit and many of his writings will 
constitute a permanent contribution to 
the literature of accountancy. It is 
pleasing to think that his name will be 
perpetuated in another scholarly con- 
nection. We feel sure that this new 
link between the City and the cloisters 
will bring honour and delight equally 
to the accountancy profession and to 
the ancient foundation of the Univers- 
ity of Cambridge. 

(Reprinted with permission from 
The Accountant, June 19, 1954.) 


Tosi of dil Essays in Accounting Theory 


The review in the June issue of this journal of Four Essays in Accounting Theory 
by Professor F. Sewell Bray was written by Mr. L. Goldberg of the University of 


Melbourne. 
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Meeting of General Council 


May, 1954 


Meetings of the General Council 
were held in Adelaide from May 26 to 
31, and were attended by Mr. C. R. 
Hicking (N.S.W.), president, and 
Messrs. L. A. Braddock (S.A.), G. L. 
Brodrick (W.A), R. F. Butt (Qlid.), 
J. G. Cooper (Tas.), J. H. Devitt 
(Qid.), J. E. England (Qld.), A. A. 
Fitzgerald (Vic.), G. E. Fitzgerald 
(Vic.), G. F. George (S.A.), R. E. 
Gregory (Vic.), J. M. Groom (W.A.), 
W. P. Henson (N.S.W.), O. H. Paton 
(N.S.W.), Walter Scott (N.S.W.), 
R. S. Sharp (Vic.) and the General 
Registrar. 


A general description of the work of 
the Society was given in the first an- 
nual report of the Council. This indi- 
cated that the membership of the 
Society at the end of 1953 was 17,785; 
that 6,827 candidates sat for 11,563 
papers at the April, 1953, examina- 
tions and 6,877 for 12,621 papers at 
the October examinations; that the 
total income of the Society for the year 
was £81,571; that policy had been de- 
termined on such important matters 
as accountancy education and research 
and the registration of accountants; 
and that all the activities and services 
of the Society were being systematic- 
ally reviewed. 


Specific tasks covering the pro- 
motion and co-ordination of the ac- 
tivities of the Society were allotted to 
seven standing committees. Members 
of these committees devoted a great 
amount of time and effort during the 
year to the tasks allotted to them. 
Numerous meetings were held—some 
of them extending over a full day— 
and written reports of the findings of 
all committees were prepared for the 
consideration of General Council. 


By these means, the development of 
the work of the Society was carried on 
during the year as a continuous pro- 
cess and all important questions of 
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policy coming before General Council 
could be determined in the light of 
carefully assembled data and con- 
sidered recommendations. 

A complete report of the business 
transacted at the meetings of General 
Council would occupy too much space 
for publication in this journal. The 
following notes cover matters of gen- 
eral interest and indicate the scope of 
work being undertaken on behalf of 
members. 


Registration of Accountants. 

As stated in the annual report, the 
next step in advancing the interests of 
members is to obtain legal recognition 
of the accountancy profession. Ways 
and means of doing so were discussed 
by General Council. 

The desirability of registering all 
accountants—including those engaged 
in the public services, commerce and 
industry—has been pointed out to the 
Statute Law Revision Committee in 
Victoria, and this will be followed up 
by official representations to the Gov- 
ernment of that State. 

When registration along the lines 
proposed in a draft bill embodying a 
scheme satisfactory to the profession 
has been achieved, efforts will be made 
to obtain registration in other States 
on similar lines. 

Consideration was given also to 
means of protecting the term “ac- 
countant”, which was raised at the an- 
nual meeting of one of the Divisions, 
and General Council decided that this 
could best be brought about by the re- 
gistration of accountants in the form 
desired by the Society. 


Activities and Services of the Society. 

As stated in the Annual Report, the 
Society has many functions. To per- 
form them satisfactorily, it needs de- 
finite goals, so that its work may be 
planned in advance and carried on in 
an orderly manner. With this end in 
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GENERAL COUNCIL — Continued 


view a committee of the General Coun- 
cil has prepared a memorandum setting 
out a range of activities and services 
which can be implemented in each Divi- 
sion. 

General Council approved of a long 
list of recommendations, having in 
mind that the Society will grow in 
strength more certainly as it improves 
and extends its services to the point 
where they become demonstrably indis- 
pensable to every qualified person. The 
real test of the effectiveness of the 
work of any professional body is the 
extent to which members participate 
in its activities. 

The assistance and co-operation of 
members will therefore be required for 
the successful implementation of the 
plans made for an extension of the ac- 
tivities of the Society. Both technical 
sessions and social functions held dur- 
ing the Adelaide Convention were en- 
thusiastically supported by members. 
General Council is encouraged to be- 
lieve that similar support will be ac- 
corded other work of the Society dur- 
ing the current year. 


Designation of Members. 

The attention of members has fre- 
quently been drawn through the 
columns of this journal to the need for 
members correctly to describe their 
membership in the Society. General 
Council is still concerned over the use 
of the obsolete designations of the 
former bodies. 

Members are again urged to exercise 
care in the matter, particularly in re- 
spect to articles contributed to other 
journals. Members overseas are being 
advised to describe themselves in full 
as members of the Australian Society 
of Accountants in order to avoid any 
possible confusion with the designa- 
tions of other bodies. 


Certificates of Membership. 

Members will appreciate that the 
tasks of compiling registers incorporat- 
ing the records of nearly 18,000 mem- 
bers, of settling a design for certi- 
ficates and of having them printed and 
engrossed, involved an immense amount 
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of work. Moreover, these tasks have 
had to be carried out along with many 
others arising from the amalgamation 
of Institutes and the formation of the 
Society. 

Arrangements have now been made 
for the work to be expedited so that 
members can expect to receive their 
new certificates in the near future. 


Scale of Fees. 


General Council has approved of the 
issue of a scale of professional charges 
for the guidance of members in public 
practice. A copy of the scale may be 
obtained on application to a State 
Registrar. 


List of Members of the Society. 


Consideration has been given to the 
desirabality of publishing a complete 
list of members. Although the cost of 
printing and distributing such a list 
appeared to render the proposal im- 
practicable, the matter has been re- 
ferred to the appropriate Committee for 
consideration. 


Educational Policy. 


General Council has affirmed the 
principle that the recognition by the 
Society of examinations of Universi- 
ties, Technical Colleges and Registra- 
tion Boards was in the best interests 
of the profession. It is believed that 
the integration of examination ar- 
rangements in this way will lead to a 
co-ordination of both education and re- 
search in accountancy. Detailed lists 
of exemptions were approved on the 
basis that the scope of courses and the 
standard of examinations will be kept 
constantly under review to ensure that 
they continue to meet the require- 
ments of the Society. 

Except under special circumstances, 
students taking accountancy courses 
at Technical Colleges will be required 
to complete their examinations at the 
Colleges and will not be permitted to 
sit for Society examinations concur- 
rently. This provision will, however, 
be liberally administered. 

Decisions regarding the recognition 
of examinations of other bodies were 
reached on the bases of reports of 
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GENERAL COUNCIL — Continued 


Divisional Councils and of the Educa- 
tion Committee. A pleasing feature 
of these reports was the evidence of 
willingness of the various educational 
bodies to adjust their courses to meet 
new requirements of the Society. This 
augurs well for the development of ac- 
countancy education in Australia on a 
co-operative basis. 


Survey of Accountancy Education. 


At the last meeting of General Coun- 
cil, the Education Committee was 
asked to make a survey of educational 
standards, vocational guidance, apti- 
tude testing, grading of successful 
examinees and subjects of examina- 
tion and to report thereon not later 
than 1955. 


After considering the matter at some 
length, the Committee agreed that four 
avenues of enquiry were involved :— 

(a) Educational standards which related 

to the entrance requirements of the 
Society. 

Enquiries to cover the entrance re- 
quirements of other accounting bodies 
and of other professions. 

Vocational Guidance and Aptitude 
Testing — 

Enquiries to embrace an examination 
of overseas journals, information to be 
obtained direct from the bodies con- 
cerned and any local experience. 


Subjects of Examination and Related 
Subjects — 

Enquiries to cover the scope of exami- 
nations of other accounting bodies and 
teaching institutions and the kind of 
education required by management. 

(d) Grading of Examination Papers — 
Enquiries to cover the technique of 
examining of other bodies. 

Part-time assistance has been engaged 
for the collection of the necessary in- 
formation and the task is proceeding 
on this basis. 


Chair of Accounting at the University 
of Melbourne. 


General Council was most gratified 
to learn of the result of the appeal 
sponsored by the Victorian Division of 
the Society in conjunction with the 
Commerce Graduates’ Association, the 
Master Drapers and Traders’ Associa- 
tion of Victoria and the Australasian 
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Institute of Cost Accountants. An ap- 
peal was made for £20,000 to establish 
a “Gordon L. Wood Chair of Account- 
ing” embracing business administra- 
tion and with provision for research. 

The objective of the appeal was ex- 
ceeded to the extent of £1,900, the 
Council of the University has approved 
of the establishment of the Chair and 
the funds have been passed over to the 
University at a function attended by 
the Vice-Chancellor. 


Specialised Fields of Accounting. 


The General Council recognises that 
some phases of accountancy work have 
become highly specialised, that there 
is scope for post-graduate studies in 
specialised fields of accountancy and 
that groups of members would welcome 
the means whereby they could concen- 
trate their attention on matters affect- 
ing their particular interests. 

With this end in view, discussions re- 
garding a closer association of interests 
have taken place between the Aus- 
tralasian Institute of Cost Accountants 
and the Society. It is hoped that the 
result will be more definite working 
arrangements between the two bodies. 


Accounting Research. 


A Central Research Committee has 
been appointed to develop and co- 
ordinate the research work of the 
Society and a number of State Commit- 
tees are being appointed to undertake 
specific assignments of research. _ 

It has been decided that the speedi- 
est progress in research can be made if 
the resources of the Society for re- 
search are concentrated on a _ par- 
ticular project rather than spread more 
or less thinly over a number of unre- 
lated topics. Definite avenues of re- 
search will be selected and allocated to 
various committees and individuals, in- 
cluding research and memorial lec- 
turers. 

General Council realises that, in 
order to implement a co-ordinated plan 
of research effectively, the Society will 
need to engage assistance on a re- 
munerated basis. Ways and means of 
doing so are now under consideration. 
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GENERAL COUNCIL — Continued 


Publication of Lectures. 

General Council approved of the pub- 
lication in a single volume of a selec- 
tion of Dr. Mary Murphy’s lectures in 
Australia and of separate arrange- 
ments for the publication of other re- 
search lectures delivered in 1953. 


Lecturers from Overseas. 

General Council was pleased to learn 
that the United States Educational 
Foundation had approved of an appli- 
cation of the University of Melbourne 
for a Fulbright Lecturer in Account- 
ancy in 1955. Efforts will be made to 
arrange for the lecturer to meet and 
address members of the Society. Dis- 
cussions are proceeding on the possi- 
bility of arranging for another out- 
standing American authority to visit 
this country next year and to deliver 
a series of lectures to members and to 
the business community. 


Association of Certified and Corporate 
Accountants. 

General Council approved of the in- 
clusion of the name of the Association 
in By-Law 15 which will permit of the 
designations of the Association being 
used in conjunction with those of the 
Society. 

Divisional Councils. 

Article 96 provides that the Council 
of each Division shall consist of not 
less than five nor more than twelve 
members, as may be determined by 
General Council from time to time. 
After consulting the various Councils, 
General Council has decided that the 
Council of each Division, after the 
Ordinary General Meeting of such Divi- 
sion in 1955, shall be comprised of 
twelve members. 


Professional Conduct— 
Letterheads. 

A ruling of General Council was 
sought on the extent to which a mem- 
ber may indicate on his letterhead any 
particular class of work he was pre- 
pared to undertake. 

General Council decided that, in pur- 
suance of the general provision in By- 
Law 6, an announcement by a member 
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should be simple, restrained, in good 
taste and without display of any kind 
and that it would not favour any at- 
tempt to specify the phraseology which 
should or should not be used in any 
particular case. 

Advertising as Tax Agents. 

General Council has ruled that any 
member who advertises as a tax agent 
contravenes the provisions of By-law 
6 which provides that “no member 
shall advertise by any means or in any 
manner as an accountant or as carry- 
ing on any branch of the business of 
accountancy”. 

Advertisements for part-time work. 

A ruling of General Council was 
sought on the extent to which members 
might advertise for part-time work. 
General Council decided that :— 

(a) the propriety of a member, who is an 
employee, undertaking part-time work 
in his own time was a matter for agree- 
ment between the member and his 
employer, and of no concern to the 
Society. 
an advertisement for part-time work 
constituted advertising within the mean- 
ing of By-Law 6. 
advertisements in “The Australian Ac- 
countant” were subject to the provi- 
sions of By-Law 6 and should be 
confined to advertisements for sale or 
purchase of practices, positions vacant, 
positions wanted for full-time employ- 
ment and any announcements permit- 
ted by By-Law 6(b). 

Offering Services to Fellow Prac- 
titioners. 

General Council has ruled that By- 
Law 14 does not prevent a member 
from offering his professional services 
to fellow practitioners by means of a 
circular. 

Nationality of Members. 

General Council has decided that 
candidates other than British subjects 
will be permitted to sit for examina- 
tions of the Society and that persons 
who complete the examinations and 
submit satisfactory evidence of good 
character will be admitted to member- 
ship in the Society regardless of 
nationality. 


Queensland Companies Act. 

In accordance with a recent amend- 
ment of the Companies Act of Queens- 
land, a private company incorporated 
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in Queensland is required to file each 
year a copy of its balance sheet in a 
sealed envelope, whereas, unless it has 
the consent in writing of the Attorney- 
General, a private company incorpor- 
ated outside Queensland and registered 
in that State as a foreign company, is 
required to exhibit a copy of its balance 
sheet at its local office. General Coun- 
cil decided that a letter be addressed 
to the Attorney-General requesting 
that the relevant section of the Com- 
panies Act be amended to allow the 
same privileges to be extended to 
foreign companies as are extended to 
private companies incorporated in 
Queensland. 
Amendments to Articles of Association. 
General Council has authorised the 
submission to members of a number of 
proposed amendments to the Articles 
of Association. Notice convening the 
necessary meetings will be given in 
“The Australian Accountant”. A 
memorandum explaining the _ desir- 


ability of amending the articles will be 
published at the same time. Amend- 
ments approved by members will then 
be incorporated in a reprint of the 
articles, when sufficient copies will be 
obtained for distribution to members 
interested. 

Life Members. 

General Council placed on record its 
deep regret over the loss of the fol- 
lowing Life Members who had died 
during the year and its sincere ap- 
preciation of their services to the ac- 
countancy profession in Australia for 
many years:— 

Harry Hadden Cummins (Tasmania). 

Herbert Percy Ogilvie (Victoria). 

Herbert James Trist (New South 

Wales). 
Election of Office-Bearers. 

After the annual meeting the follow- 
ing office-bearers were re-elected for 
the ensuing year:— 

President: Mr. C. R. Hicking. 

Vice-Presidents: Messrs. G. E. Fitz- 

gerald and O. H. Paton. 

Hon. Treasurer: Mr. R. F. Butt. 





THE CLEARING HOUSE 
Allocation Versus Direct Charging 


Where charges are incurred on be- 
half of a group of specific cost centres, 
and some of these charges can be iden- 
tified with one, or more, of these 
centres, whilst the rest cannot be so 
identified, the problem arises as to 
which of the following two accounting 
procedures should be adopted. 

(i) Charge directly all those items 
which can be so identified and 
allocate the rest on some pre- 
determined basis, or 

(ii) allocate them all. 

_ One example of this type of problem 
is where a firm purchases stationery 
for a number of offices. Some station- 
ery, by its nature, can be identified 
with particular offices, whilst the rest 
is general stationery. 

The argument in favour of the first 
method says that in this way you do 
the best you can by charging directly 
the items which should be directly 


The Australian Accountant, July, 1954 


charged and then by resorting to the 
process of allocation for the rest. The 
treatment is more liable to be accurate 
than complete allocation. 

The main argument in favour of the 
second treatment is that the first is not 
consistent in that it uses two methods, 
with the result that a particular cost 
centre may be charged with its own 
items, plus a proportion of those be- 
longing to other sections, thus leading 
to an overcharge. 

Generally speaking, this problem 
arises more often than it should, due to 
a tendency in accounting to lump items 
together and allocate them when it is 
possible, or could be possible, to charge 
them directly to their particular cost 
centres. 

I would be interested in the com- 
ments of readers on this topic. 

N. G. MacLEAN. 
Melbourne. 
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News and Notes 


The Australian Society of Accountants 


VICTORIAN DIVISION. 
June Luncheon. 


Lt.-Gen. W. Bridgeford, C.B., C.B.E., M.C., 
addressed members of the Division at the 
luncheon held on 8th June, 1954. He spoke 
on the subject: “The 1956 Olympic Games”. 

General Bridgeford mentioned under several 
headings the various problems which the or- 
ganising Committee have to overcome—ac- 
commodation, transport, catering, printing of 
tickets, box office, etc. Members and guests 
were informed of the magnitude o/ the tasks 
of the organising Committee in making ar- 
rangements for this great sporting event. 
General Bridgeford emphasised the import- 
ance to Australia, as a nation, that these 
games be conducted efficiently and that visit- 
ing sportsmen and officials, irrespective of 
race, colour, creed, religion or political as- 
sociation be welcomed by the people of 
Australia in a cordial and friendly manner. 

In the absence of the State President, Mr. 
V. L. Gole, State Vice-President, moved a 
vote of thanks to General Bridgeford at the 
conclusion of the address. 


Personal. 

Messrs. R. H. Shackell and Son. Chartered 
Accountants (Aust.) notify that Mr. Wm. C. 
Dobbyn has been admitted as a partner into 
the firm, the name of which will remain un- 
changed. 


NEW SOUTH WALES DIVISION. 
Members’ Luncheon. 


The third members’ luncheon for 1954 was 
held at the “Trocadero” on the 26th May. A 
large attendance of members listened to a 
most interesting address’ entitled “A 
Columnist’s Cocktail”, given by Mr. J. M. 
(Jim) Macdougall, “Contact” of the Sun 
Newspaper. Mr. Macdougall has lived and 
worked in no less than fifty-two countries 
in the world and he was able to relate many 
interesting and amusing incidents of his 
career. 

A vote of thanks to the guest speaker was 
moved by a member of the Divisional Council, 
Mr. E, G. Hellstrom, and was carried en- 
thusiastically with acclamation. 


Broken Hill Branch. 

The Australian Vice-President, Mr. O. H. 
Paton, and the State Registrar visited the 
Broken Hill Branch on their return journey 
from the Accounting Convention held in Ade- 
laide. On Thursday, the 8rd June, a meeting 
of members of the Branch was held in the 
Freemasons’ Hotel. The chair was occupied 
by Mr. Cyril G. Davidson, the Branch Chair- 
man, who extended a cordial welcome to Mr. 
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Paton and the State Registrar, and also to 
hae State Auditor General, Mr. W. J. Camp- 
ell. 

Mr. Paton gave a short talk on the history 
of the accountancy profession in Australia, 
and the events which led up to the amalga- 
mation of the accountancy institutes. At the 
conclusion of Mr. Paton’s address, a film, 
“In Balance”, was shown and supper con- 
cluded the evening. 


Newcastle Branch. 


On Friday, 4th June, Mr; N. F. Stevens, 
B.Ec., A.A.S.A. a member of the Divisional 
Council, delivered a lecture to members of the 
Branch at the Illoura Cafe, Hunter Street 
West. The chair was occupied by the Branch 
Chairman, Mr. P. E. D’Arcy, A.A.S.A. 

Mr. Stevens gave a practical lecture on 
various aspects of accounting methods, in- 
cluding voucher registers, preparation of 
cheques with cash payments journal, monthly 
accounts and cycle posting. At the conclusion 
of the address, there was a discussion period 
during which the lecturer replied to a number 
of questions. 

Personal. 


Following the announcement of the Queen’s 
Birthday Honours, the Divisional Council had 
pleasure in forwarding congratulations to 
several members of the New South Wales 
Division whose names were included in the 
Honours Lists:— 

Mr. J. W. Goodsell, F.A.S.A.—Companion 
of the Order of St. Michael and St. George. 

Mr. C. E. Bunton, A.A.S.A.—Officer of the 
Order of the British Empire. 

Mr. H. J. Goodes, A.A.S.A.—Officer of the 
Order of the British Empire. 

Mr. J. Brophy, F.A.S.A.—Companion of the 
Imperial Service Order. 

Mr. H. Marshall Cummins, B.Sc., F.A.S.A., 
A.C.A.A.., A.C.LS., notifies that he has com- 
menced practice at 358 Church Street, Parra- 
matta. 

Mr. J. C. Moses, A.A.S.A., notifies that he 
has commenced practice as an Accountant and 
Taxation Agent at 109 Crowley Street, 
Temora, P.O. Box 85, Phone 133. 

Mr. John M. Byron, of 22a Hercules Street, 
Ashfield, notifies that on 24th May, 1954, he 
took into partnership Mr. J. Patrick Farrelley. 
The new name of the firm is Byron and 
Farrelley. 

Mr. Russell West, Dip. Com., A.A.S.A,, 
Deputy Chairman of the Canberra Branch of 
the Society, has been appointed Senior Ad- 
ministrative Officer (Establishment an 
Finance), Department of Health, Canberra. 
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NEWS AND NOTES — Continued 
QUEENSLAND DIVISION. 
Divisional Council. 

As the Divisional Counci] remains in office 
for two years under the terms of the amal- 
gamation and in accordance with the Articles 
of Association, no change has occurred for 
this year in the personnel of the Council, and 
a Se cee remain the same as for 
1953. 


At the first meeting of the Divisional 
Council following the Annual Meeting of 
members, office-bearers were re-appointed also 
for the current year, as follows:—-State 
President, Mr. J. E. England, F.A.S.A., State 
Vice-President, Mr. R. A. McInnes, A.A.S.A., 
—_ } meme’ Treasurer, Mr. A. T. Rees, 


Toowoomba Branch Meeting. 


To mark the formation of the Toowoomba 
Branch of the Society, a successful members’ 
meeting was held in the Queen’s Park Kiosk 
in Toowoomba on Friday, 11th June. 


_The Branch President, Mr. R. E. Ross, pre- 
sided and welcomed members and students to 
the first meeting of the Branch. He outlined 
developments which led to the formation of 
the Branch and stressed on members the need 
to support the Branch actively to derive the 
maximum benefit arising from its activities. 
He gave details of the proposed programme 
for the year 1954. He then called upon the 
guest speaker for the evening, Mr. R. A. 
McInnes, the Vice-President of the Queens- 
land Division, who had come to Toowoomba at 
the request of the Branch Council, to address 
members on the subject “The Ethics of the 
Profession and the By-Laws of the Society”. 


In stressing the desirability of a Code of 
Ethics and in explaining the reason behind the 
issue of the By-Laws covering the conduct of 
members, Mr. McInnes traced the history of 
the accountancy profession and quoted ex- 
amples which in the past had indicated the 
need for a strict Code of Ethics within the 
profession and the promulgation of By-Laws 
for the guidance of members. Mr. McInnes 
then dealt with each By-Law, explaining its 
application and outlined the reasons why 
General Council] deemed it advisable to in- 
om the conditions attaching to each By- 

w. 


At the conclusion of Mr. McInnes’ address 
and at the request of the Chairman, the State 
Registrar informed members and students of 
the facilities available through the Branch 
Office and of the formation of the Branch 
library. 

The Chairman then invited members to 
address questions to the speakers and, from 
these and the answers given, much informa- 
tion was promulgated. 

The Chairman then called upon Mr. P. J. 

ymour, a member of the Branch Committee, 
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to propose a vote of thanks to the State 
President and State Registrar for visiting 
Toowoomba and addressing members. Mem- 
bers expressed their appreciation in the usual 
way. 

At the conclusion of the meeting a buffet 
supper was served to enable the visitors to 
meet members and students. 


Toowoomba Branch Library. 

A small up-to-date library has been started 
at the Branch Office. This contains all the 
books required by candidates for examination 
studies and the latest texts covering all 
aspects of accountancy for members’ 
reference. 

Members are reminded that if a particular 
book they require is not contained in the 
Branch library, application for the book may 
be made to the library situated at the Bris- 
bane office. 

Educational Group. 

The Committee of the Educational Group 
was pleased to note a total enrolment of 64 
for the Study Course on “CURRENT 
TRENDS IN COSTING FOR MANAGE- 
MENT” conducted from 7th to 28th June. 

To facilitate discussion, members taking 
part were divided into five groups to discuss 
Jobbing Manufacturing, Mass Production 
Manufacturing, Distribution (2 groups) and 
Other Types of Business. Leaders appointed 
for each group were Messrs. K. A. F. Allen, 
W. Guy, D. S. Scott, A. J. Paulson and A. S. 
Donnelly. 

The course proved most successful and the 
interest of members was well maintained. 


Accountants’ and Secretaries’ Educational 
Society. 

At a meeting of the Accountants’ and Sec- 
retaries’ Educationa] Society held on 2nd June 
in the Chamber of Commerce Room, Adelaide 

treet, Brisbane, Mr. Alan W. Munro, M.L.A., 
a partner in the firm of Messrs. A. W. Munro 
and Co., Chartered Accountants (Aust.), de- 
livered an address on “Changes in Company 
Law and Practice”. 

The paper dealt with the recent amend- 
ments to the Queensland Companies Acts and 
included a consideration from different view 
points of present and prospective changes. 

This lecture was the fifth of a series which 
the Council of the above Society has decided 
shall be held annually to perpetuate the 
memory of the late John S. McInnes, who, 
from the inception of the Society in February 
1920 until his death in September 1948, took 
a leading part in all its activities. 


Personal. 

Mr. N. E. Kropp, A.A.S.A., previously a 
senior inspector of accounts in the Auditor- 
General’s Department, has been appointed 
Deputy Commissioner of Transport. 

Messrs. Drysdale, Hendy and Co., Chartered 
Accountants (Aust.) notify that, owing to 
continued ill-health, Mr. A. J. Moorhead has 
retired as a partner of the firm as from 13th 
May, 1954. The business will be continued 
by the two remaining partners under the 
same firm name at the present address. 
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NEWS AND NOTES — Continued 
WESTERN AUSTRALIAN DIVISION. 


Personal. 


Mr. D. C. Phillips, A.A.S.A., A.C.LS., pre- 
viously Commonwealth Valuer of Taxation 
Department, Perth, has now joined the part- 
nership of Milner and Company, Estate 
Agents, Auctioneers and Sworn Valuers, of 
755, Hay Street, Perth. 


AUSTRALIAN ACCOUNTANTS 
STUDENTS’ SOCIETIES. 
VICTORIAN DIVISION. 


First Annual General Meeting. 


On Monday, 31st May, 1954, the First 
Annual General Meeting of members was held 
in the General Meeting Room, Chamber of 
Manufactures. Sixty-six members and visitors 
were present when the Annual Report and 
Financial Statements, a copy of which had 
been forwarded to all members, were received 
and adopted. 

In accordance with the Constitution and 
Rules, the management of the Society is 
vested in a Council consisting of twelve mem- 
bers, eleven of whom are to be elected at 
the Annual General Meeting and the remain- 
ing vacancy filled by a nominee of the Vic- 
torian Divisional Council of the Australian 
Society of Accountants. 

Mr. D. L. Chipp, B.Com., A.A.S.A., State 
Registrar, was nominated by the Victorian 
Divisional Council, and fourteen nominations 
were received for the eleven vacancies, 
necessitating a ballot, which resulted in the 
following eleven members being elected to 
the Council: Messrs. N. Armstrong, A.A.S.A., 
D. N. Bingley, J. E. Carrick, A.A.S.A., C. E. 
Copp, E. L. Ethell, R. J. Glover, A.A.S.A., 
V. R. Holmes, A.A.S.A., J. E. Hyland, 
A.A.S.A., E V. Legg, E. J. L. Tucker, B.Com., 
A.A.S.A., P. M. Wood, A.A.S.A. 

The President welcomed to the meeting all 
visitors and in particular the Chairman of 
the Victorian Divisional Council of the Aus- 
tralian Society of Accountants, Mr. J. R. 
Barber, F.A.S.A. In replying, Mr. Barber ex- 
pressed pleasure at the pee made by the 
Students’ Society in the first year of its 
existence and wished it well in the future. 

On the motion of Mr. E. J. L. Tucker, the 
Vice-President of the Society, a vote of thanks 
to Mr. F. W. Bett, F.A.S.A., the retiring 
President, for his work during the difficult 
inaugural period ef the Society was carried. 

At the conclusion of the formal business 
of the meeting an address was given by Mr. 
A. E. Speck, B.Com., F.A.S.A., F.C.1.S. on 
“New Syllabus—Its Implication in Relation to 
Existing Syllabuses”. The Council is most 
grateful to Mr. Speck for giving up his time 
and experience once again for the benefit of 
members an hereby records its thanks to him. 

At the first meeting of the new Council, the 
following office-bearers were elected: Presi- 
dent: Mr. E. J. L. Tucker, B.Com., A.A.S.A.; 
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Vice-President: Mr. R. J. Glover, A.A.S.A.,; 
Secretary: Mr. E. L. Ethell; Assistant Secre- 
tary-Treasurer: Mr. D. L. Chipp, B.Com., 
A.A.S.A. 

Syllabus: July-December, 1954. 

A most interesting series of lectures, etc., 
has been arranged for this period and a copy 
of the syllabus has been forwarded to all 
members. 

June Meeting. 

On Monday, 21st June, a mock compan 
meeting was arranged by Mr. L. C. Voumard, 
B.A., LL.B., A.A.S.A., assisted by a number 
of members of the Tutorial Staff of the School 
of Accountancy, Melbourne Technical College. 
The Council was very pleased at the atten- 
dance of 109 at this meeting which, although 
humourous, brought out many points of value 
to students of Company Law and procedure. 
The members of the Society are most grate- 
ful to Mr. Voumard and his assistants for 
the time given to preparing the details of 
this meeting and for its very interesting 
method of presentation. 


August Meeting. 

This meeting will be held on Monday, 9th 
August, 1954, in the General Meeting Room, 
Chamber of Manufactures at 6.30 p.m., when, 
in response to many requests, it has been 
arranged for Mr. J. S. Egan, B.Com., B.Ed, 
to repeat an address given to members some 
time ago on the subject of “Presentation of 
Accounting Information”. 


SOUTH AUSTRALIAN DIVISION. 


Thirty members attended the Annual 
General Meeting at the Curzon Theatrette 
on 17th June, 1954, when the Annual Report 
and Financial Statements were presented. 

The functions of the Society during the last 
year comprised six lectures, two visits to 
industries and an accounting machine demon- 
stration. Appreciation was recorded to the 
lecturers and management of the organisa- 
tions who made these functions possible. 

It was pleasing to note that, with the aid 
of a subsidy from the South Australian 
Divisional Council, the Society was able to 
complete the year with a credit balance. 

New members elected to the Committee 
were Messrs. W. B. Wreford, C. H. Wadey, 
K. L. Hourigan and H. E. Bell. Members 
who offered themselves for re-election and 
were elected were Messrs. B. J. Farmer, A. E. 
Mibus, K. S. Ling, F. G. Powell and B. A. 
Howie. The Auditor, Mr. A. S. Gurry was 
re-elected. 

At the conclusion of the business part of 
the meeting, the State President, Mr. G. F. 
George, F.A.S.A., addressed the meeting on 
“The Widening Sphere of the Australian 
Society of Accountants”. His address pointed 
out to members the Code of Ethics to be ad- 
hered to by accountants and the aims of the 
Society. This address made members feel that 
to pass the examinations and qualify as mem- 
bers of the Society was the ultimate high m 
achievement. 
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Following the address, “The Davis Cu 
1953” film was shown, and we than 
Slazengers (Aust.) Pty. Ltd. for making this 
available. 

TASMANIAN DIVISION. 

The third sessional meeting of the Society 

was held on the 25th May, 1954. The meeting 


AUSTRALASIAN INSTITUTE 


General Council. 


General Council announces the publication, 
as the July Bulletin, of a contribution of great 
merit from Professor S. M. Wadham, Pro- 
fessor of Agriculture, Melbourne University. 
His title is “The Cost Position in Australian 
Primary Production”. This deals with an 
aspect of costing not usually known to mem- 
bers of the Institute, and it is a matter of 
great interest to learn the results of re- 
searches by agricultural economists into pro- 
duction costs of wheat and butter. 

It is interesting to observe the manner in 
which costs taken some years ago have been 
brought right up-to-date by adjusting present 
day factors, such as the current cost of land, 
capital investment, wages of employees, and 
expenses. 

The Institute has, from time to time, re- 
commended to its members that greater at- 
tention be paid to the costs of primary pro- 
duction and has also made a plea for better 
methods of farm accounting, and reviewers’ 
comments on this excellent Bulletin will be 
awaited with a great dea] of interest. 

The Bulletin is amply illustrated with a 
number of charts which set out the costs in 
various areas covered by the surveys and 
how high and low costs apply to these areas 
which are considered to be marginal or good 
sections for profitable production. 


Examination Results. 


The following numbers of candidates passed 
the March examinations of the Institute in 
the States named:— 


a be Cees 


Queensland .... .... 

New South Wales 11 13 

a eee 5 15 

South Australia 2 2 

Western Australia 

First Place in Australasia went to Mr. G. 
H. OSWIN, of New Zealand, who was awarded 
the Offner Hadley Prize. 

Second Place in Australasia was awarded 
to Mr. J. S. GERATHY, of New South Wales, 
who has been awarded the George Wright 
Memorial Prize. 

The congratulations of General Council 
are extended to these Honours Winners, and 
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was addressed by Mr. A. R. Hewer on the 
subject of ‘“Accounting—Good and Bad”. 
Mr. Hewer appealed for a broader approach 
to the study and application of accounting as 
a means of obtaining a more intelligent use 
of accounts. 


The meeting was well attended and con- 
cluded with a vote of appreciation by Mr. Q 
MacDougail, and supper. 


OF COST ACCOUNTANTS 


to all those who succeeded in passing the 
examinations of the Institute. 


VICTORIAN DIVISION. 


The Council announces an outstanding lec- 
ture series during the month of July, based 
upon two topical subjects of great interest to 
cost accountants, company directors, and 
production personnel. At this time, members 
should have completed budgetary data for 
1954-55 and will be involved in the recording 
of results for the past financial year with the 
pricing of stock sheets. 

By kind courtesy of the Deputy Com- 
missioner of Taxation, Mr. J. A. Neale, the 
services of an experienced officer have been 
made available, and Mr. E. J. Unger, A.C.A.A. 
will advise members on stock valuation, re- 
ferring to the taxation interpretation of Sec- 
tion 31. At the same time, Mr. A. A. Fitz- 
gerald, F.C.A.A. will give the accountant’s 
opinion of methods of valuation. 

This is a repetition of the very popular 
lecture given last year on a similar subject 
and the Council trusts that a number who 
were dissappointed in securing tickets last 
year will attend this time. The second lec- 
ture in the series is to be given by Mr. E. E. 
Dunshea, Secretary of Dunlop Rubber Aus- 
tralia Ltd., who will speak on “Sales Fore- 
casting and Budgets”. Tickets for admission 
to both lectures will be available from the 
Institute at £1 each and early reservations 
should be obtained. Members have been cir- 
cularised concerning this series. 


Public Speaking Group. 

The Victorian Divisional Council has great 
pleasure in advising that the services of Mr. 
A. C. Sandow, an experienced speaker, have 
been obtained to conduct the Institute’s public 
speaking class. Those members who replied 
to the Activities Brochure have been circu- 
larised concerning details of this class, but 
a number of vacancies still remain and mem- 
bers should contact the Registrar at once. 
Fees for the series of twelve lessons are 
£2/2/ and payment is required in advance. 
Classes will be held at fortnightly intervals 
commencing from the end of July. 





Using the Right Approach 


Every Accountant Can Write Interesting Articles 


By AUSTIN DONNELLY 


HEN accountants get together at 

meetings the talk often turns to the 
Society’s journal. Though they agree 
that the journal does a good job they 
have comments to make on certain as- 
pects. “It’s a pity that there are not 
more articles on this or that subject; 
somebody should write about this 
topic; there has been nothing about it 
in the journal for ages.” Those are 
typical of the comments. 

Members know that there is a need 
for articles of a kind which they in- 
dividually are capable of writing. Yet 
they hesitate about writing them. Why? 
Mainly it boils down to a common, but 
incorrect, belief that writing articles 
is something that can be done only by 
specially gifted people. Perhaps they 
think that what they have in mind 
would not interest the readers of the 
journal. Or they may think that writ- 
ing an article would take a great deal 
of time. 

All these beliefs are incorrect. There 
is a maxim that writing is only one 
per cent. inspiration. and 99 per cent. 
perspiration. To write an article that 
will interest readers does not cal] for 
genius or any uncommon ability. You 
don’t have to have an international 
reputation to write something that will 
be valuable. The famous men in 
accounting throughout the world are 
the first to admit that they have learned 
a lot from the writings of relatively 
unknown people. 


If you go about it the right way, 
writing an article does not take a lot 
of time. This is proved by the fact 
that the most consistent contributors 
to this and similar journals are among 
the busiest men in the country. 


Let’s see what can be done by the 
member who wants to write but hesi- 


296 


tates to do so because he has never 
done it before. 


What to Write About: 


The first point is, that you needn't 
wait to think of profound involved 
matter of great importance before con- 
tributing something to the editor for 
his consideration. Though the deeper 
type of article is necessary, there area 
host of interesting subjects in routine 
work. 

Often we come across a problem that 
seems simple yet we find that there is 
nothing about it in standard text books 
—not enough to give us the answers 
we seek. As we have to face the prob- 
lem, why not make a few notes and 
then write something about it for the 
journal? If we do that we can prob- 
ably save somebody else from a lot of 
trouble when he meets the problem for 
the first time. It’s not a big sacrifice 
to do this. After all, we owe a lot to 
the accountants present and past whose 
knowledge is available to us in account- 
ing literature. 

From a purely selfish viewpoint it 
pays off. There is no better way of 
improving your own knowledge of the 
problem than by writing about it. In 
writing about it you will get a broader 
view than you had previously; you will 
notice any points that need improving; 
any inconsistencies in your thoughts 
or methods are more likely to become 
apparent when you sit down to de 
scribe them to others. 

Another source of ideas for articles 
is the informal discussions that we 
have so often with fellow accountants 
and businessmen—at work, at Institute 
gatherings, at the club or hotel. Some- 
one has said that there is no sort o 
talk as stimulating as “talking shop. 
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THE RIGHT APPROACH — Continued 


A chance remark in an informal dis- 
cussion may set off a train of thoughts 
that will end in an interesting article. 
It’s just a matter of getting into the 
habit of having our minds receptive 
to a flow of ideas. 

The journal itself provides lots of 
topics to write about. After reading 
an article you may think that the views 
expressed are incorrect, or too vague, 
or that they don’t apply to certain 
types of businesses. On the other hand 
you may read an article in which a 
writer may say that a system cannot 
be used in certain circumstances. Yet 
you may have used that system or some- 
thing like it in the way which the 
writer says is impossible. 

Whether you want to praise the 
article, condemn it, or comment gener- 
ally on certain parts of it the “Aus- 
tralian Accountant” can help you and 
all the other members of the Society 
by providing a means of conveying 
your views to thousands of readers. 


Organising an Article: 


In writing an article, as in any other 
type of writing, there are two main 
tasks. 

1. The material must be collated and 
organised before you start to 
write. 

. After getting the notes and com- 
ments, the pros and cons, together 
the article must be written in the 
way that will convey its message 
most effectively to readers. 

Though the first task is often over- 
looked, it is probably more important. 

od writing depends basically on clear 
thinking. You must think about what 
you are going to write and plan your 
approach before you write the first 
sentence. Unless you do this your 
article will not be as effective as it 
should be. 

Let us assume that a remark of one 
of your colleagues, or an article in the 
journal or something you have struck 
in the course of your work has made 
you think “That would be suitable for 
an article in the journal.” What are the 
steps between that thought and the 


The Ausualian Accountant, July, 1954 


stage where you are ready to commence 
the actual writing? 

It is a good plan to jot down some 
notes of points to be included in the 
Article—and points you want to refer 
to before completing the article. Then 
as other thoughts occur to you jot them 
down. You may think of points when 
you are doing other work; your sub- 
conscious mind will work for you with- 
out any conscious effort on your part. 
If you keep your notes near you it’s 
easier to put these points down as they 
occur to you; otherwise you may forget 
them. 

Here, a word of warning is needed. 
When you are making these notes don’t 
try to arrange them in any special 
order nor group them into any para- 
graphs or sections. This applies whether 
the work of planning and writing the 
article is spread over some weeks or 
just a few hours. Unless you separate 
the process of thinking about all the 
aspects from the process of planning 
the outline of the article, writing your 
article will be more difficult. 

There is a strong temptation when a 
few interesting points come to your 
mind to go ahead and plan the whole 
article there and then. If you fall for 
that temptation you may—in your 
surge of enthusiasm — overlook some 
points. This may mean having to re- 
write parts of the article; it may mean 
that you don’t remember the points 
until too late. 


Planning the Outline: 


Obviously there must be some link 
between the unclassified notes and the 
finished article. Before doing this stage 
of the job there are two things that 
require your attention: 

1. You need to read through the 
notes you have made, think about 
them and see whether there are 
any other points to be jotted 
down. 

Some of your notes may need to 

be followed up. For example, you 

wef have a note “refer to text... 
iu.” 

Now being satisfied that your notes 
do not omit any relevant data you can 
go ahead to work out the outline. (Your 
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THE RIGHT APPROACH — Continued 


notes need not be copious; usually jot- 
tings of a few words each will do. One 
page may be sufficient). 

From your notes you will see that it 
is posstble to group many points to- 
gether. By grouping them under a 
heading you get a skeleton or outline 
for the article. It is a good plan to use 
separate pieces of paper for this task 
—pieces about the size of normal 
scribbling block paper are handy. You 
can go through the original jottings 
and enter each of them on one of these 
smaller pieces of paper under the most 
appropriate heading. It is easy this 
way to see that all your original jot- 
tings go into the outline—except any 
that are found to be unnecessary. 

Now each of the headings gives you 
a logical section of the article. If you 
look at the headings in turn you can 
see how they can be arranged logically 
in the most effective order. (Having 
separate sheets for each section helps 
in arranging them.) A typical order is 
this: A brief introduction; reasons for 
the course described; advantages; dis- 
advantages; illustrations or examples; 
points arising from the examples; con- 
clusion to sum up or “round off” the 
article. 

When you have done that arranging 
then, and only then, should you com- 
mence to write the article. If you know 
that you have the article well planned 
then you can write each section better. 
You can concentrate on writing one 
section at a time without having to 
worry about the overall article. 

That’s why planning is essential. Ex- 
perienced writers agree that it is in- 
sufficient planning more than anything 
else that weakens articles. It is the 
reason why many writers fail to get 
their message across effectively. It is 
not difficult, nor is it time consuming; 
in fact it saves time, for you can write 
a planned article more quickly than 
an unplanned one. 


Write as You Talk: 

Some people who could write inter- 
esting articles hesitate to do so because 
they think that they “haven’t got the 
gift of writing.” Some hesitate because 
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they think their vocabulary is not good 
enough. They have seen articles in 
accounting journals full of words like 
“animadversions”’, “somnolent’”, “po- 
tentiality” which they have not fully 
understood. How, they say, can they 
hope to write like that? 

The answer is that they don’t have 
to write like that. Indeed, the writer 
who uses such words, frequently is 
not doing a good job of writing (even 
if he knows his subject thoroughly). 
The secret of good writing is simplicity 
and sincerity. If you use simple langu- 
age the reader can give the whole of his 
attention to your message; he does not 
have to devote some of his energies to 
finding the meaning of what you are 
trying to say. 

The idea of simplicity in writing is 
neither new nor radical. During the 
last century or so it has been con- 
mended by people like the American 
writer, Edgar Allan Poe, who said, “We 
must be simple, precise, terse. We 
must be cool, calm, unimpassioned. In 
a word we must be in that mood which, 
as nearly as possible, is the exact con- 
verse of the poetical.” Similar views 
have been expressed by Nobel Liter- 
ature Prize Winner, Sir Winston 
Churchill, and Stephen Leacock. 

The German philosopher, Arthur 
Schopenhauer, said: “. . . whilst a man 
should, if possible, think like a great 
genius, he should talk the same langn- 
age as everyone else.” So you can se 
that there is nothing “low-brow” about 
writing simply. 

The goal is to write as much as pos 
sible in the same way as you talk. There 
is no need for the round about way of 
using long words where short words 
can be used, three er four words where 
one does the job just as well, or tech- 
nical words where a common word 
serves the same purpose. There are 
times when a technical term must be 
used—where only the technical term 
can convey the precise meaning. But 
this does not mean that you must use 
the term “realisation” when “sale” ' 
sufficient, or “communication” wher 
you mean “letter.” 

Another point is this: Because you 
are writing about accounting does n0 
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mean that you have to be extremely 
cold and formal. Why say “the advis- 
ability of this course is based on a 
consideration of .. .?” “Call a spade a 
spade” and say “this course is wiser 
because...” 

Generally, American articles are 
easier to read because writers in that 
country are less artificial, more natural 
in their writing. That may be one rea- 
son why Americans are more inclined 
to read journals and text books. 

As for practical ways to make your 
writing more interesting, here is a 
summary from “‘The Technique of 
Clear Writing’, by Robert Gunning 
(McGraw Hill Coy., 1952). 

. Keep Sentences Short. 

. Prefer the Simple Word to the 
Complex. 

. Prefer the Familiar Words. 

. Avoid Unnecessary Words. 

. Put Action in your Verbs. 

. Write Like You Talk. 

. Use Terms Your Readers Can 
Picture. 

. Tie In with Your Readers’ Ex- 
perience. 

. Make Full Use of Variety. 

10. Write to Express not to Impress. 

Those points are based on a com- 
parison of readable writing with writ- 
ing that is not so easy to read. Mr. 
Gunning and others have done a lot of 
research to find why it is that some 
magazines are read with great interest 
while others scarcely get a second 
glance. His suggestions can be a handy 
guide to any writer. An Australian 
using them cannot be censured for 
“Americanism”. They have the back- 
ing of staunch Britishers like Sir Win- 
ston Churchill. 


Aids to Effective Writing: 


If you try to write as you talk and 
remember the ten principles recom- 
mended by Robert Gunning ‘you can’t 
go far wrong in your writing. All of 
the points he mentions are important. 
His advice about short sentences is 
wften overlooked. The most suitable 
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sentence length is an average of about 
14 to 17 words per sentence. That is 
the sentence length of quality publica- 
tions like “Readers’ Digest” that are 
noted for their readability. 

Must every sentence be that length? 
Certainly not. Some will be shorter 
and others longer. The best plan is 
to be on your guard against long sen- 
tences. If you see that an unfinished 
sentence has about thirty words break 
it down by starting a new sentence—or 
using semicolons if you don’t think that 
a completely new sentence is necessary. 

One of the main reasons for the dull- 
ness of many business publications 
(and business letters) is that there are 
too many long rambling sentences. 
They are strung on and on by the use 
of “and”, “which”, “in respect of” and 
other connectives. At the end of each 
sentence the reader wonders just what 
the writer meant. He reads on, strikes 
more vague over-long sentences, and 
then gives up trying to understand the 
article. 

“Plan your sentences before you 
write them”. That comment was often 
made by my instructor when I studied 
journalism. It is a very good point: 
a moment’s thought before starting a 
sentence can produce sentences that are 
clear and adequate—and not too long. 

You can make your writing more 
attractive, more likely to be read by 
these means: , 

1. The occasional use of a rhetorical 
question—the question that you 
can proceed to answer yourself. 
The question—“Must every sen- 
tence be that length?” —in the 
third paragraph before this one 
is an example. 

. A very short sentence such as 
“But this is not all.” Used now 
and then this emphasises what 
is to follow. 

To obtain variety you can occa- 
sionally invert the usual order of 
the sentence. The last sentence 
is an example of inverted order 
of words. 

You can emphasise reasons, ad- 
vantages or disadvantages, by 
tabulating them (as has _ been 
done with this paragraph). 
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5. Headings and sub-headings help 
the reader and tend to improve 
the appearance of the article. 


. Punctuation is not limited to com- 
mas and full stops or periods. 
Semi-colons (;), colons (:), 
dashes (—) and_ exclamation 
marks (!) can all improve your 
writing if used properly and with 
discretion. 


If you read through the completed 
article you may see a way of making it 
briefer or more effective. It’s a good 
plan to “sleep on it” before sending it 
to the editor. 


Conclusion. 


With writing, as with many other 
things, it is the thought that counts. 
Without clear thinking there cannot be 
clear, effective writing. A little thought 
before you start to write will save you 
a lot of time and ensure that the article 
is soundly based. The thinking or plan- 
ning stage can be spoilt by trying to 
commence the outline of the article be- 
fore you have sorted all the relevant 
facts and opinions. 

The aim must always be for brevity 
and clarity. If you have planned your 
article and remember the principles | 
have mentioned the result must be an 
interesting and readable article. Such 
an article is not beyond the powers of 
any accountant or student who goes 
about it the right way. 





BOOK REVIEWS 


Register of International Research in 
Accounting. Incorporated Account- 
ants’ Research Committee. Oxford 
University Press, London. 1954. Pp. 
68. Price 14/-. 

In a foreword to this little, but in- 
tensely interesting volume, Professor 
F. Sewell Bray says, “Accounting is 
very largely an applied subject, and its 
development on research lines is a 
comparatively new and difficult under- 
taking”. Anyone with any experience 
at all of the difficulties of stimulating 
interest in accounting research, of ex- 
plaining the nature of true research in 
accounting, or even of convincing 
workers in other fields that there is 
such a thing as accounting research 
and that it is urgently needed for pro- 
gress in the art of accounting, will 
heartily echo those words. 

Consequently, the Incorporated Ac- 
countants’ Research Committee (in 
particular, Mr. J. D. Nightingirl, Mr. 
T. W. South and that good friend of 
all Australian accountants, Mr. A. A. 
Garrett) have done a service of ines- 
timable value to the profession in pro- 
ducing this volume. It consists of 


300 


three parts—first, an index of subjects 
on which research is being undertaken 
anywhere in the world; secondly, short 
details of subjects of research, with a 
list of the accountancy bodies, universi- 
ties and institutions sponsoring each 
piece of work and of the persons or 
groups responsible for the work; and, 
finally, an alphabetical list of the 
names of accountancy bodies, universi- 
ties and institutions sponsoring the en- 
quiries described in the second part. 

Thus arranged, the range and 
volume of research work described in 
the book is impressive and stimulating. 
No less than 37 accountancy bodies, 
universities and institutions, in 8 dif- 
ferent countries, are listed as sponsors 
of more than 100 research projects in 
varying stages of development. Many 
of these projects are major research 
studies obviously involving the work 
of large teams for long periods, others 
are comparatively minor contributions 
in the nature of papers submitted to 
accountancy conventions; but all of 
them, in greater or lesser degree, deal 
with topics which are of vital import- 
ance to managers, economists and edu- 
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eationalists, no less than to account- 
ancy practitioners and students. 

In this long-needed account of inter- 
national accounting activity, Australia 
plays a comparatively small part. 
Only one Australian body is listed as 
a sponsor, and then as the sponsor of 
research into 6 subjects only. Neither 
the Australian Society of Accountants 
nor the Australasian Institute of Cost 
Accountants is listed, and there is no 
reference to the work which has 
been done, and is still being done, 
by these bodies through research 
lectures at Australian universities, and 
the several active research committees 
which operate in most of the States. 
It is disappointing to find no mention 
of such work as that of the Company 
Law Revision Committee of the Vic- 
torian Division of the Society, the 
work of the New South Wales Commit- 
tee of the Society, the revision of cost- 
accounting terminology by the Aus- 
tralasian Institute of Cost Account- 
ants, and the Bulletins of that Insti- 
tute. Perhaps the fault lies with us: 
Professor Bray’s foreword confesses 
that “an international register of this 
kind will begin with an incomplete 
appearance” and appeals for the help 
of the universities, the professional 
bodies, and the academic institutions 
to make the register as full as possible. 
Publication of the register at regular 
but fairly long-term intervals is pro- 
mised. Maybe we should tell the 
world, beginning with the Incorporated 
Accountants’ Research Committee, 
what is going on in the Society, the 
Australian universities, Section G, 


the Australian and New Zealand As- 
sociation for the Advancement of 
Science, and the Australasian Insti- 
tute of Cost Accountants. Let us hope 
that this will be done and that the next 
issue of the Register will tell the full 
story of accounting research in Aus- 
tralia; and even more importantly, let 
us do all we can to ensure that, as 
time goes on, we shall have more and 
more to tell. 
A.A.F. 


Australia’s Continuing Development: 
Australia and New Zealand Bank 
Ltd., Pp. 111+-11. Gratis. 

This outline of the Australian 
economy is a sequel to “Industrial 
Australia”, first published in 1949 and 
primarily intended for oversea circula- 
tion by A.N.Z. Bank among people in- 
terested in Australia. However, de- 
mand from Australian business men 
and students has been such that an 
Australian edition is now being pre- 
pared, in which the numerous statis- 
tics will be brought up to date. 

Chapters, survey population, pri- 
mary industries, manufactures, trade, 
transport and communications, private 
and public finance, and the “Social 
Pattern” in Australia, with a number 
of illustrations and tables, and 19 
charts and maps in colour. A.N.Z. 
Bank, in offering to supply this booklet 
on request through any of its branches, 
is meeting an important and unsatis- 
fied need for a brief and easily read, 
but authoritative and up to date, in- 
troduction to Australia. 

STUDENT. 


United Abii Lodge Vo. 377 


The Annual Installation meeting of the United Accountants Lodge No. 377 was 
held at the Freemasons’ Hall, 25 Collins Street, Melbourne, on the | Ith May, 1954. 
Bro. C. A. Craig was installed as Worshipful Master by R. W. Bro. A. J. Kennedy, 
P.S.G.W. and the officers appointed for the ensuing year were invested by Past 
Grand Officers under the direction of W. Bro. L. J. Brown, P.J.G.D. 
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Model Answers 
By LORE KLEIN, A.M.T.C., A.A.S.A. 
Students’ Section 


The answers to examination questions which appear in this section are not 
official. They have been prepared by a member of the Australian Society of 
Accountants, but have not been reviewed by the Board of Examiners. 















SUBJECT—ADVANCED ACCOUNTING AND AUDITING (NEW SYLLABUS) 
(THIRD PAPER) APRIL—1954 






Question 1: 
1. Re-arrange the following statements in a form suitable for analysis and comment 


briefly on the trend in trading results disclosed by them. 


The Smartway Trading Co. Ltd. 


Trading Accounts for years ending 30th June 
1952 1953 


£600,000 700,000 













Sales 


Cost of Goods Sold 
Stock at beginning (valuation of ae ot 
Cost of Goods manufactured ... wets 









40,000 
400,000 


440,000 
36,000 


404,000 452,000 

Gross Profit .. = £196,000 £248,000 

The directors ‘inform you that ‘the cost of the stock on hand at the 30th June 

in each of the years a — ag was— 
19 


36,000 
460,000 


496,000 
44,000 






















Stock at end of year (valuation of directors) 












nae £50,000 
1952 ... £50,000 
1953 ... £56,000 






{20 Marks] 










Answer: 

Question 1.—In all cases where analysis of 
published accounts is required, it is necessary 
to first enquire into the details of preparation 


of the accounts to be analysed, in as far as 
this is possible. The published figures do not 
generally give sufficient information to enable 


1952 1953 
100.00 

















a To £ 
600,000 100.00 700,000 


SALES .. 


Less—Cost of goods sold 
Stock at beginning, at cost .. .. .. 
Cost of goods manufactured .. 












50,000 
460,000 


510,000 
56,000 


50,000 
400,000 













450,000 
50,000 





Less stock at end, at cost .. 












66.67 
33.33 


1.66 


400,000 454,000 


200,000 


Cost of goods sold .. 



















Gross Profit .. . 246,000 


Add—vwriting down of ‘stock ‘at ‘beginning i in 
accordance with directors’ valuation .. .. 









10,000 14,000 2.00 


















34.99 
2.33 
32.66 


210,000 260,000 
14,000 


196,000 













Less—writing down of stock at end of year 


in accordance with directors’ valuation 12,000 171 


35.48 














Adjusted Gross Profit .. 248,000 
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an analysis to be made that will give satis- 
factory results; the more additional detail 
that can be obtained, the better will be the 
final result of the analysis. 

In the problem set, some additional informa- 
tion is provided in the note indicating the cost 
of stock on hand at 30th June, 1951, 1952 and 
1958. A schedule may be prepared incorporat- 
ing these cost figures, in order to clearly dis- 
tinguish between relationships on a cost basis, 
which are better for comparison purposes, 
and those relationships that result when 
comparing figures based on valuations made 
by the directors. 

The above schedule may now be examined, 
and trends observed therefrom. It should not 
be forgotten that two years is a very short 
period for an analysis of trends, nevertheless 
it may be clearly seen that sales have in- 
creased 16.66% in 1953 over 1952; gross 
profits based on cost figures have gone up 
1.81% in the same period, but if we take the 
directors’ valuation as being a guide to the 
value of stocks, then the increase in gross 
profits has been 2.77%. The inferences that 


may be drawn from the limited information. 


available are therefore favourable, and dis- 
close a satisfactory trend of the business. 


Question 2: 

2. (a) In relation to the valuation of stock- 
on-hand, what do you understand by 
“cost or market whichever is the 

lower.” 
(b) “Stock is considered as a deferred 
charge to future income, and not as 
a fund of value convertible to cash. 
It this is accepted, the only accept- 
able basis of valuation is cost.” 


Discuss. 
[20 Marks] 


Answer: 

The determination of accounting profit en- 
tails the matching against revenue of the 
costs of earning that revenue. In most cases 
where a business derives its profits from deal- 
ing in goods some of those goods are still on 
hand at balancing date and it then becomes 
necessary to value those goods in order that 
a profit or loss for the accounting period may 
be determined. 

The main basis of accountability, for stocks 
as well as for other accountable items, is cost. 
Various methods of ascertaining “cost” are in 
use, as the simple proposition that— 

“The elements making up cost are— 

(1) The purchase price of goods, stores and, 
in the case of processed stock, materials 
used in mannfacture: 

(2) Direct expenditure incurred in bringing 
stock-in-trade to its existing condition and 
location; and 

(8) Indirect or overhead expenditure inciden- 
tal to the class of stock-in-trade con- 
cerned.” (Institute of Chartered Accoun- 
tants in Australia, Recommendations on 
Accounting Principles.) 
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is not as easy to apply in practice as it 
appears on paper. Some of the methods used 
are: First - in - first - out, Last - in - first - out, 
Average Cost, etc., but this is not the place 
to discuss these at great length. There are 
times when the cost basis of valuation of 
stocks may not give the desired effect in the 
matching of costs and revenue process, such 
as for example when the expected realisation 
price of the stocks held will not cover cost 
and expenses yet to be incurred before the 
goods are disposed of; in such cases, the basis 
of valuation known as “the lower of cost or 
market” may be applied. 

In its “Recommendations on Accounting 
Principles,” the Institute of Chartered 
Accountants in Australia points out that the 
fact that at the date of stock valuation simi- 
lar goods could have been purchased for an 
amount which is less than their cost to the 
enterprise, is indicative only of one thing, 
namely, that the result of realising those 
goods will not be as good as it would have 
been, had the price of those goods not drop- 
ped. A loss is not therefore incurred just 
because the general price level, or the price 
of the particular goods held, has dropped, 
and the Institute recommends that in such 
a case the lower of cost or market value 
should not be adopted. It should be adopted 
only “by reference to the price at which it 
is estimated that the stock in trade can be 
realised, either in its existing condition or as 
incorporated in the product normally sold, 
after allowing for expenditure to be incurred 
before disposal. In estimating this price, re- 
gard should be had to abnormal and obsolete 
stocks, the trend of the market and the pros- 
pects of disposal”. 

The “lower of cost or market” basis of 
valuation is a direct interpretation of con- 
servatism in accounting, giving expression to 
the idea that profits should not be accounted 
for before realisation, but that known losses, 
or losses which are believed will eventuate, 
should be provided for. 


In practice, “Cost should be calculated on 
such a basis as will show a fair view of the 
trend of results of the particular type of 
business concerned,” and market value is in- 
terpreted as “The price at which it is esti- 
mated that the stock can be realised either 
in its existing condition or as incorporated in 
the product normally sold after allowing for 
all expenditure to be incurred before disposal”. 


In order to ascertain the difference between 
cost and market value, either the aggregate of 
all stock items may be compared, or each 
individual item, or each category of items, 
and the results will vary in accordance with 
the method adopted. 

(b) In accordance with the theory of 
“matching income and expenditure,” a valua- 
tion needs to be placed on stocks only due to 
the fact that profit and loss is determined 
periodically, that the business community can- 
not wait until a business is wound up to 
ascertain whether a profit or loss has been 
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sustained. It is this arbitrary breaking up 
of the life of a business which makes the 
periodical valuations necessary, as in order 
to ascertain the proper costs to be matched 
against income of one period, it is necessary 
to find out how much of the expenses incurred 
will benefit future periods. 

All expenditure is incurred by a business 
enterprise in the expectation that it will be of 
benefit to it, and assist in the derivation of 
income. This is just as true of wages paid to 
a salesman as of expenditure incurred to buy 
a machine. The only difference lies in the 
time for which the benefit will endure. 

In the case of stock-in-trade, this is acquired 
in order that it may be sold at a profit, and any 
balance of stocks on hand at balancing date 
represents expenditure incurred, to be car- 
ried forward for matching against income of 
future accounting periods. The amount to be 
carried forward must be determined from 
various viewpoints: 

The amount to be matched against current 
income would usually be the cost of the stock 
sold during the period; however cases may 
occur where the stock left over, although not 
sold, has diminished in value due to some- 
thing that happened during the current 
period, such as for example damage by water 
leakage; this means that the cost of the stock 
carried forward into the next period should 
be reduced by the amount of damage done, 
which is a loss properly applicable to the 
current period. A drop in price levels of the 
stocks, so that they could be bought at a 
cheaper price at balancing date than they 
were in fact bought for, does not however 
fall in this category, as in fact no loss has 
been incurred, although a smaller profit may 
be derived when the goods are actually sold. 
In the case of other deferred charges, such 
as prepaid insurance, for example, it will be 
clear that the actual amount paid for that 
mMsurance, i.e., its cost, will be the benefit 
carried forward into the next period; we 
would not change this just because insurance 
premiums may have fallen at balancing date; 
the difference between such a payment and 
stock-in-trade is, however, that the full 
benefit of the insurance policy would fall on 
the following year, whereas if damaged stock 
is carried forward at cost, the following year 
will actually be bearing part of a loss pro- 
perly applicable to the current period. 


Question 3: 

8. When auditing the annual accounts of a 
trading company, you observe the following 
abnormal conditions operating together. What 
further audit action would you take? 

(a) An unusually high percentage of gross 
profit on net sales. 

(b) An unusually low rate of turnover of 
average monthly stock of finished goods. 

(c) An unusually high number of average 
days credit sales outstanding. 
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(d) An unusually high percentage of stock on 
current assets. 

(e) An unusually high working capital ratio. 

[23 Marks] 


Answer: 

The circumstances outlined in this question 
all appear to point to the possibility that sales 
have been boosted by the inclusion of fictitious 
invoices, and stocks written up in some way. 
It will be necessary to make a detailed analy- 
sis of sales invoices, comparing them with 
orders received and delivery notes issued, 
to make sure that invoices are not being 
issued to fictitious persons, and without de- 
livery of goods. 

It will be necessary particularly to eheck 
any deliveries made just before balancing 
date to ensure that invoices are not being 
made out, and the stocks still taken as being 
on hand at balancing date. A detailed check 
of stock sheets, if possible a personal test of 
the physical stock, should be carried out, and 
if perpetual inventories are kept by the con- 
cern, a book check of stock lists with balan- 
ces of the perpetual inventory cards should 
also be carried out. 

An unusually high percentage of gross 
profit on net sales points to a boosting of the 
sales figure; as the rate of turnover of 
average monthly stock is also affected, being 
unusually low, the cost of goods sold has also 
been affected, possibly by manipulation of 
stock figures. The supposition of fictitious 
sales is supported by the facts of an un- 
usually high number of average days’ credit 
sales outstanding and an unusually high 
working capital ratio; this latter fact, coupled 
to the unusually high percentage of stock on 
current assets, tends to support the supposi- 
tion of manipulation with stock figures. 


Question 4: 
4. Two competing businesses have the fol- 
lowing working capital positions— 
Company 
A 


£600,000 
200,000 


£400,000 £400,000 

Which has the healthier working capital 
position? Explain why. 

{7 Marks] 


Company 
B 


£1,000,000 
600,000 


Current Assets . 
Current Liabilities .. 





Answer: 

When comparing working capital positions, 
it should be kept in mind that absolute figures 
are not important, but rather the percentage 
relationship between current assets and lia- 
bilities. In the example given, Company A 
has a relation of 3:1 between current assets 
and current liabilities, whereas the relation 
in Company B is 1.66:1-. Company A, 
although having less absolute working capi 
is therefore in a better position than Com- 
pany B. 


Question 5: 
5. Criticise the following balance sheet, 
bearing in mind the best modern practice in 
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MODEL ANSWERS — Continued 


Australian Ferryboats Ltd. 
Balance Sheet as at 30th June, 1953 


Liabilities 
Authorised Capital— 
375,000 6% £Pre- 
ference Shares of 
£1 each . . £375,000 
75,000 Ordinary 
Shares of £1 gach 375,000 


£750,000 

Issued Capital— 
375,000 6% 
Shares of £1 each . 
250,000 Ordinary 
We GUN a ek ve 


Preference 
.. £875,000 
Shares of 


250,000 





£625,000 

Reserve and Insurance Funds 357,062 
Reserve for Contingencies, 
Taxation, Repairs, Mainten- 
ance and Superannuatton . 
ON a eee 

Trad? and other Creditors .. 

Profit and Loss Account .. .. 





£1,574,945 


statement presentation and the requirements 
of the Companies Act of your State. Present 
your comments in numbered paragraphs, con- 
4 each paragraph to one item of criticism 
only. 


Answer: 


Considering first the requirements of the 
Victorian Companies Act: 

Assets.—Any freeholds or leaseholds in- 
cluded in the description “Properties” should 
be shown separately. 

Basis of valuation of Ferryboats, Wharves, 

ete, should be shown. Investments in 
Government Bonds, in subsidiary companies, 
in companies listed on Stock Exchanges, or in 
companies not so listed should be shown 
Separately, and not lumped together. 
_ Sundry debtors should be split up to show, 
if any: amounts owing by subsidiary com- 
panies, amounts owing by directors, trade 
debts and bills receivable, and any other 
debts. 

Liabilities—The item “Trade and other 
Creditors” should be split up to disclose 
separately: any secured liabilities, amounts 
owing to subsidiary companies (if any), and 
amounts owing to trade creditors. Details of 
the “Reserve and Insurance Funds” ought to 
be given, showing how and in what securities 
these funds are invested. 

The above are details required by the Vic- 
torian Companies Act. Many further im- 
provements may however be made to the 

ce sheet, by taking into consideration 
best modern practice in statement presenta- 
tion, as follows: 
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Assets 
Ferryboats, Wharves, Tugs, 
Plant, Furniture, Properties 
and Shares in other com- 
panies at book value .. .. £675,233 6 5 
Government Bonds and other 
investments at book value .. 
Sundry Debtors .. .. .. . 
Cash at Bankers ........- 


697,258 12 
62,892 11 
139,561 7 10 


£1,574,945 18 2 


THE FORM of the statement may be 
altered, and it may be presented in vertical 
or report form. 

Assets and Liabilities may be grouped 
under appropriate headings. 

The sequence of assets may be altered, as 
follows: 1. CURRENT ASSETS—being 
Cash at Bankers, such part of the item 
“Sundry Debtors” as is of a current nature. 
2. INVESTMENTS—zgiving details of the 
various types of investment, such as Govern- 
ment Bonds, Shares in Subsidiaries, Shares in 
listed companies, shares in non-listed com- 
panies, etc., and if possible disclosing a basis 
of valuation for each type. 3. FIXED 
ASSETS—detailing each kind of asset, and 
showing original cost, less provisions for de- 
preciation written off to date. 

The same may be applied to the liabilities, 
as follows: 


1. CURRENT LIABILITIES — including 
trade creditors, and any “Other Creditors” 
that may be of a current nature; deposits, if 
current; provisions, being amounts set aside 
to meet known contingencies, such as pro- 
vision for taxation. 

The lumping together under one heading 
such as “Reserve for contingencies, Taxa- 
tion, Repairs, Maintenance and Superannua- 
tion” of items of such varied nature is not 
best modern practice. 

2. SHAREHOLDERS’ FUNDS. — This 
heading should cover details of authorised and 
issued capital, showing if necessary details of 
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The Ides of March 


SCENE 2 of Act I of “Julius Caesar” 
begins with a procession headed by 
Caesar and Antony making for the 
course. Standing near an altar is the 
Soothsayer, who calls to Caesar “Be- 
ware the ides of March’. Caesar and 
the Soothsayer meet again on that fatal 
day, the fifteenth of March, when 
Caesar is assassinated. In scene 1 of 
Act III, as Caesar goes to the Capitol, 
he sees the Soothsayer among the 
throng and jeers at him, “The ides of 
March are come’’. And the Soothsayer 
replies, “Ay, Caesar; but not gone”. 

We have borrowed our stupid 
calendar from the Romans. We still 
commemorate the fact that Augustus 
Caesar was determined that the month 
named after him, August, should have 
as many days as the month July, named 
after his predecessor, Julius Caesar. To 
achieve this, Augustus stole a day from 
February to the confusion of statisti- 
cians, cost accountants, and paymasters 
of to-day. 

Happily we have not reached the 
limits of inssnity by perpetuating the 
Roman way of reckoning the day of the 
month. 

In Roman times, the day of the month 
was reckoned not forward from the 
5 day of the month, but backward 

rom— 


(1) the Nones (nonae), i.e., nine days 
—— reckoning (a)) before the 
ides ; 

(2) the Ides (idus), ie., the 13th or 
15th of the current month; and 

(3) the Kalends (kalendae), i.e., the 
first day of the next month. 

(a) Before illustrating this non- 
sense, it is essential to point out that 
the Romans reckoned inclusively, not 
exclusively as we do. If the Ides fell 
on 15 March, the Nones would fall on 
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7 March. The Romans would say nine 
days before the Ides; we would say 
eight days before. 

In every Roman month there was an 
interval of eight days (our reckoning) 
between the Nones and the Ides. The 
Nones fell on the 5th and the Ides on 
the 13th in every month, except March, 
July, October and May. In these four 
months, the Nones fell on the 7th and 
the Ides on the 15th. The remember- 
ing rhyme goes :— 

In March, July, October, May, 

The Nones are on the seventh day. 

As previously stated, the Romans 
reckoned backward. Thus the third of 
March would be translated this way. 
The Ides of March fell on the 15th; 
therefore, the Nones fell on the 7th. 
The 3rd falls five days (inclusive count- 
ing) before the 7th. Thus the Romans 
would call the 3rd March “the fifth day 
before the Nones of March” (ante diem 
quintum Nonas Martias). 

So to translate the 1lith April into 
Latin, we count backwards and in- 
clusively from the Ides of April (the 
13th) (13 + 1)= 11 3, ie, 3 days be 
fore the Ides of April (ante diem 
tertium Idus Apriles). 

When the day falls after the Ides, 
we must reckon (inclusively) _ back- 
wards from the Kalends (the first day 
of the next succeeding month). For 
example, if the day be 20th January, 
count as follows (31+ 2)=20 18. 
Thus, the 20th January is the thirteenth 
day before the Kalends of February (1 
February). The Kalends are so called 
because they were the “calling days’, 
i.e., the day (the first day of the month) 
when the order of the days of the month 
was proclaimed to the unfortunate 
people. 

So, if you were a bookkeeper i 
Roman times, you would record the 
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20th January as the thirteenth day be- 
fore the Kalends of February, i.e., 
“ante diem tertium decimum Kalendas 
Februarias”’. And you, cherished 
reader, think you have much trouble. 
If ever you feel out of sorts, take a 
tonic by thinking of the poor Roman 
bookkeepers. If you still feel depressed, 
try and multiply CXXXVI by XXIX 
without translating into Arabic 
numerals. 

To complete this nonsense, if the day 
fell on the Nones, Ides or Kalends, the 
ablative case was used: 7 May Nonis 
Maiis. If the day fell before those 
days, it was expressed by “Pridie” fol- 
lowing by the accusative case: 12 June. 
Pridie Idus Junias. 


Income Tax Allowances for Books 
used by Salaried Taxpayers 


The following is an extract from the 
issue of 27 June, 1953, of “The Book- 
seller”, the organ of the English book 
trade. 

In the belief that the Board of Inland Re- 
venue might consider sympathetically the 
case of wage-earning and salaried people who 
need to build up their own reference 
libraries on subjects relating to their employ- 
ment, the National Book League, jointly with 
a number of important and _ representative 
bodies whose interest it has enlisted, pro- 
poses to submit to the Board a memor- 
andum setting out the facts and making a case 
for such allowances. 

It is felt that the moment is opportune 
since the Royal Commission on Income Tax 
at present considering the whole fiscal pic- 
ure. 

Under present arrangements, the League 
points out, a man in practice on his own 
account — a doctor, for example — is allowed 
by the Inland Revenue authorities to claim as 
an expense in reduction of his tax assessment 
the cost of maintaining the necessary books 
for the carrying on of his profession. 

A man remunerated by an employer is not 
normally able to claim (for it seems to be as- 
sumed that if he really needed the books to 
improve his working capacity, his employer 
would buy them for his use). “This situation 
cannot encourage the wage-earner to improve 
his knowledge or skill through technical pub- 
lications; or, to put it conversely and more 
constructively, a great fillip might be given 
to the development of professional skills if In- 
come Tax practice were altered to allow 
claims for technical books bought by wage- 
earners.” 


On behalf of the depressed class of 
Wiversity lecturers, teachers and 
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other members of the deserving poor, 
I pray that the representations will 
achieve success, and that we shall also 
soon see a similar amendment to the 
Commonwealth Act. All that is asked 
is that they be placed on the same foot- 
ing as we, i.e. members of the un 
deserving poor who carry on a profes- 
sion, alias a business. 


As A Wise Man Sees Us 

NDER the United States law, a de- 

duction is allowed of contributions 
to religious, charitable, literary, scien- 
tific or educational organisations. If 
the contribution is property other than 
money, the taxpayer is entitled to a 
deduction of a sum equal to the fair 
market value of the property. The 
above deduction is limited to 20 per 
cent. of “adjusted gross income”. 

U.S. “Tax Topics” of November 1, 
1953, reports that the Inland Revenue 
authorities have rejected a claim by a 
taxpayer to deduct the fair market 
value of blood donated by him to a 
charity on the ground that a gift of 
blood is a service, not a gift. 


Service by the Print 

“T\IFFERENTIAL psychology has 

proved that there is no such 
thing as even approximate mental 
equality among men and has shown 
that the majority of men range from 
mediocrity to imbecility.” “The Hu- 
man Comedy” by James Harvey Rob- 
inson, p. 258. 





MODEL ANSWERS — Concluded 
date for redemption of preference shares, if 
these are redeemable: 

Reserves set aside out of profits as a buffer 
against contingencies not known, or not to be 
estimated at balance date. 

Reserve Funds, with an indication of their 
purpose, and a note referring to the assets 
in which such funds are invested. 

Balance of Profit and Loss Appropriation 
account not transferred to any special re- 
serve. 

A sub-total showing the total shareholders’ 
funds, including subscribed capital and accu- 
mulated profits will also improve the layout 
of the balance sheet. 

The general headings of “Assets” and 
“Liabilities” on top of the balance sheet to 
be eliminated. 
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PROFESSIONAL NOTICES 


Professional Classificd Advertisements in respect of office space, positions wanted, — 
partnerships, etc., may be inserted at 5/- a line (minimum 15/-). 


ACCOUNTANCY PRACTICE or part or The position offered is a permanent one 
small number of clients a Sydney or prospects for advancement, and includes 
nearby. Top Price. LU 252 superannuation benefits. Appl writi 

with references to The Staff ay. Box 

ACCOUNTANT—qualified or near quali- G.P.0., Sydney. 
fied—taxation experience a ne f 
for Northern Rivers (N.S.W.) firm of Ac- COUNTRY PRACTICE, long established, 
countants for coming taxation period (ap- delightful rich district within 100 miles 
proximately 6 months). Salary above award Sydney. Replies to No. 160 c/- Australi 
with extensive overtime if desired. Apply to Society of Accountants, 5 Bligh 
No. 60, c/- Australian Society of Ac- Sydney. 
countanis, 87 Queen Street, Melbourne, C.1. A 
PRACTISING ACCOUNTANT, B.Com 

ASSISTANCE TO PRACTITIONERS As- A-A.S.A,, A.C.LS., wishes to purchase portifa 
sociate, wide Taxation experience, would Of existing practice in Melbourne or suburbe 
undertake relief work, contract or time basis. APPly No} 61, c/- Australian Society of 
Reply to No. 101, c/- Australian Society of countants, 37 Queen Street, Melbourne. 
Accountants, Wharf Street, Brisbane. 

SED oi SCOUT wk 

TARY AN ST AC T wit 
Gmsshd ‘haar tnttinn Conese Li a aan industrial experience seeks executive positia 
vacancy for a Qualified Abemuiedt % in its = go ony! Mong ae +4 er 
Chief Accountant’s Department at the Head og No. 59, e/- p Beem Society’ of e 
Office in Sydney. Previous experience, which -ountants, 37 Queen Street, Melbourne. 
should have been in a Chartered Accountant’s 
office or in a Commercial or Manufacturing p 
Company, should ge ree} include cost ac- SMALL PRACTICE required in Sydne 
counting. Applicants should be between the inner suburb. Replies to No. 161 c/- 
ages of 26 and 33 years. Salary will be in tralian Society of Accountants, 5 Bligh St 
accordance with qualifications and experience. Sydney. 





ACCOUNTANTS—2 REQUIRED. One of 
Australia’s large food manufacturing com- Agents throughout Commonwealth and New 
panies invites applications from men under 30 Zealand. Also in London and New York.” 
years of age for the positions of Trainee Cable & Telegraphic Address: 
Accountants. The positions offer an oppor- “JEFFSTOCK,” MELB. 
tunity to establish a future career with a Telephones: MU 6255, MU 4582. 


amen ee Se The —~o ap- Fe 

plicants will undergo training at a Victorian a 
factory on Cost Procedure, etc., and may at a Eric R. Jeffery d 
later date be required to transfer to other 4 
offices or factories of the Coney throughout Member of the Stock Exchange of Melbourne” 
the Commonwealth. Success applicants tock ld; a 
will become mambots of the Company's S Exchange Buildings re 
Superannuation cheme. pplications in the ¥ 1 i treet 4 
first instance to be addressed to ACCOUNT- 422-426 Little Collins S » Melb., i 
ANT, P.O. Box 1619, G.P.O., Sydney. 
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